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In discussing the spirit underlying such a movement as scientific 
management, there is a danger of getting off into the realms of the 
unpractical, and of looking so far ahead as to take away from the 
present-day value of what may be said. That danger has been 
kept fully in mind in the preparation of this paper; and, therefore, 
although at times the statements which are here made may seem a 
little utopian or visionary, it may be asserted that there are estab- 
lishments in this country today operating under conditions which 
approximate those described. 

Scientific management has nothing to sell. Scientific manage- 
ment is not something which can be bought in a box. It is not 
something in the nature of a drug that one takes, and feels better. 
It is not a card index. It is dependent upon no single mechanism. 
Nor is it a combination of any number of mechanisms. It is not a 
system of keeping costs, as our friends in the printing industry 
sometimes think. Nor is it a method of paying wages, as members 
of the engineering profession have sometimes held. 

We wish to try to remove honest doubts. Those of us who 
know something of the movement feel a call to add constantly to 
the number of the recruits who believe in the economic soundness 
of scientific management and in its ultimate and general adoption. 
But we do not feel that it is necessary that everybody who hears 
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about it should become a convert to it. There are undoubtedly a 
great many men and concerns the world over who are better off 
without scientific management. Therefore our function must be 
to point out what are its principles and why we believe they must 
necessarily be effective in increasing production. 

In order to have no misunderstanding, let us admit at the start 
that there is relatively little scientific management anywhere. 
Even if from 50,000 to 100,000 men are working under its principles, 
almost 1oo’per cent of the workers and managers of this country 
must still be without what is technically known as scientific manage- 
ment. Dean Gay, the head of the Graduate School of Business 
Administration at Harvard, said several years ago that he estimated 
it would require two generations for the principles to become 
at all generally accepted or the methods to be in vogue in any large 
part of the industrial field. How could it be otherwise? Work 
has been going on continuously in the metal-working trades for over 
thirty years, yet there are today relatively few machine-shops 
organized in such a way as to measure up to the established stand- 
ards. We have been working for nearly a decade in the printing 
industry, yet those who know most about what has been accomp- 
lished in this field also recognize most distinctly how much farther 
we shall have to travel before the industry will be affected in any 
large way. Even if the application of the principles of scientific 
management is all worked out for a given type of undertaking it 
is no easy task to introduce these methods into another and similar 
establishment. As our industries are organized today, not one 
establishment in ten can have scientific management because not 
one in ten is willing to live by law. The fact that it is something 
difficult to attain must be admitted, but that is, of course, no argu- 
ment against it, because nothing worth having in life comes except 
by struggle. 

This movement fortunately has long since been put on an inter- 
national basis. Mr. Taylor’s works have been translated into 
French, German, Italian, Dutch, Russian, Lettish, Spanish, and 
Japanese. There are some establishments in most of these countries 
in which real progress in scientific management is being made. 
Better still in most foreign countries one or more prominent citi- 
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zens—usually of the engineering profession—are advocating the 
adoption of scientific management as a means toward national 
progress. a 

Up to about two years ago there was practically no interest 
in scientific management. Even in Philadelphia—the home of 
Frederick W. Taylor, who first formulated and published the fun- 
damental principles on which this science is founded—it was only 
within strictly technical circles and among his own friends that 
anything was known of this man, his work, and the great move- 
ment he had originated; one which, in the opinion of many of those 
most competent to judge, will ultimately affect the lives of all men 
and women. Up to two years ago I do not remember to have seen 
more than one reference to scientific management in the daily press. 
It seemed practically impossible to get a hearing for scientific 
management, except from isolated individuals, who were forced to 
it on account of the necessities of some particular business or 
industry in which they happened to be interested. 

Since the rate hearing before the Interstate Commerce Com- 
mission in Washington, two years ago last November, all this is 
changed. Mr. Brandeis, in quoting from Mr. Emerson’s book on 
Efficiency, the assertion that under scientific management the rail- 
roads could save $1,000,000 a day, seemed to afford the average 
man something definite upon which to speculate. This discussion 
had doubtless been imminent for some time, and if it had not been 
precipitated in connection with the work of the railroads, it would 
have been brought on, sooner or later, in connection with the work 
of government or some other line of human endeavor. To my 
mind, it is simply another indication of the passing of what may be 
called the “craft spirit” in human affairs, and the rise of the scien- 
tific spirit, with its broader outlook and its more substantial foot- 
ing. In the old days of handwork, most of the improvement in the 
product was directly attributable to progress made by individual 
workmen. So also in the industrial régime, which some of us think 
is passing, the improvement in the product is due very largely to 
progress made within the individual industry. 

What I have called the “craft spirit” has sought to accentu- 
ate the differences between the chemistry of railroading and the 
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chemistry of bookmaking, for instance. The scientific spirit, while 
not ignoring the essential differences in the application of a science 
to different industries, lays its greatest stress on the essential simi- 
larities. A railroad machine-shop, a machine-shop in a navy yard, 
and a machine-shop connected with an industrial establishment, 
are all viewed by their owners as radically different rather than as 
essentially similar: simply because the owners are laying stress on 
the elements in which their shops are different. As a matter of 
fact, an analysis of the factors which go to make up such establish- 
ments will show that they are exact counterparts of one another, 
over, let us say, 95 per cent of their field. This percentage might 
easily be higher, and it is rarely lower. Therefore, in the future, I 
take it, the individual industry will look beyond its own borders for 
help. Scientific management asks of the paper-maker, the college 
professor, the government official, and the ironmaster that each 
drop his craft spirit and take on as much as he can of the scientific 
spirit. Scientific management asks the same of the railroads. All 
the railroads’ problems cannot be solved by railroad men; at least 
many of them can be solved better by men not solely engaged on 
railroad work, or men whose training has been obtained, in part at 
least, in other than railroad work. 

In our colleges we teach our engineering students about the 
strength of materials, the mechanics of materials, and the economy 
of materials; but we are only beginning to teach them something 
as to the strength of men, the mechanics of men, the spirit of men; 
in a word, the economy of men. It is just beginning to dawn on 
us that there is a philosophy and an art and a science of human 
labor, with laws as definite as those of any other science. To this 
science we have given the name “management,” and to distinguish 
it from something else, which in the industrial world has been called 
management, we call it “scientific management.”’ That this con- 
ception is novel may be inferred from the fact that in the German 
language there are no equivalents even for “management” and 
“efficiency,” and when it came to translating Mr. Taylor’s last 
book into German the translator was forced to use the English 
words for “scientific management.” 

What are the ends to be obtained by management? In answer- 
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ing this question Mr. Taylor has pointed out in convincing fashion 
the futility of considering dividends as in any way a gauge, or even 
as the direct object of management. He gives two supreme ends 
toward which everything that is good in management must tend: 
(1) high wages coupled with low labor cost, and (2) maximum 
prosperity for all. These are the agencies through which our pro- 
ductive power will grow and ultimately reach its maximum. And 
it is only through heightened production that the dream of the 
race will be realized. 

Fortunately for us, political economy reflects the best opinion 
of the modern world when it includes among the legitimate objects 
of production such items as the “benefits one derives from living 
in a certain place at a certain time; civil and military security; 
access to places of amusement and instruction”; bodily health; 
and even more substantive things, such as music or works of art, or 
the higher concepts of the mathematician or the man of letters. 
To have this in mind is essential in any study of our subject, because 
so many considerations enter into management when it is taken 
scientifically which either do not affect the balance sheet at all, or 
affect it adversely. We operate our businesses to make money 
largely because the making of money has been considered one of 
the best gauges by which the output and the efficiency of the man- 
agement could be measured. Production is really what we are 
trying to get, and the earning—certainly the declaring of dividends 
—may from any economic standpoint mean absolutely nothing as 
to the efficiency of the management. Under certain forms of semi- 
military industrial control, it is possible, for instance, to get human 
beings to work twelve hours a day and seven days a week, at a 
killing pace and for a very low wage. Even this scheme does 
not always result in dividends, but even if it did we can all be 
profoundly thankful that it must be considered uneconomic in 
America today. 

What we want in any industrial or other establishment, if we 
are to reach the highest point in productivity, is to have every 
individual use his or her highest powers to the best advantage. This 
is the final goal of scientific management. It is the goal both for 
the individual and for society. If you can picture a society in 





486 JOURNAL OF POLITICAL ECONOMY 


which every unit is using his or her highest faculties to the best 
advantage, you will see that it approximates the millennium. 

The moment you adopt this as a standard, however, you must 
frame your organization so that every employee from the humblest 
to the highest is given a chance to exercise his highest powers and 
to exercise them to the best advantage. He must not only not be 
hindered but he must be helped, and helped to the extent of having 
pointed out and developed faculties and powers of which he may 
have been unaware. Under scientific management we think we are 
learning how to do this. Alfred Marshall has called attention 
to the fact that perhaps half the brains of the world are in the 
so-called working classes and that “of this a great part is fruitless 
for want of opportunity.” Under the new methods of scientific 
management this great storehouse of wealth will be tapped, not we 
hope for the benefit of the few, but for the benefit of all. 

To define scientific management is no easy task. Hugo Diemer, 
professor of industrial engineering at Pennsylvania State College, 
says, in a recent book, that Mr. Taylor 
considers a manufacturing establishment just as one would an intricate 
machine. He analyzes each process into its ultimate simple elements and 
compares each of these simplest steps or processes with an ideal or perfect 
condition. He then makes all due allowances for rational and practical con- 
ditions and establishes an attainable commercial standard for every step. The 
next process is that of attaining, continuously, the standard, involving both 
quality and the interlocking, or assembling, of all of these primal elements into 
a well-arranged, well-built, smooth-running machine. 


Mr. Taylor says that the philosophy of scientific management 
is embraced under these four principles: 

First: The development of a science in place of “rule of thumb”’ for each 
element of the work. 

Second: The scientific selection and training of the workman. 

Third: The bringing of science and the scientifically trained workman 
together through the co-operation of the management with the man. 

Fourth: An almost equal division of the work and the responsibility 
between the management and the workmen, the management taking over all 
work for which they are better fitted than the workmen, while in the past 
almost all of the work, and the greater part of the responsibility, were thrown 
upon the workmen. 
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Quite informally, scientific management may be thus defined: 

a) It is a definite working policy applicable wherever human 
effort is put forth. 

b) It is the introduction of the laboratory method in everyday 
affairs. 

c) It is the acceptance of the dictates of science instead of those 
of personal opinion and tradition. 

d) It is the establishment of the fact that not to know is no 
crime—that the crime is not being willing to find out. 

e) It is a type of co-operation more intensive than the world 
has yet seen. 

Jf) It is filling in—not bridging—the chasm between capital and 
labor. 

g) It is making our industrial life square up with the best we 
know in our personal and social relations. 

h) It involves a very radical change in the attitude both of the 
men and the management to the work on which they are mutually 
engaged. 

My task is not to deal with the technique which grows out of 
the adoption of Mr. Taylor’s four principles. It is rather to reflect 
the spirit in which they must be applied if they are to be true agents 
of efficiency, and then to show how when they are so applied they 
enhance the joy of living. 

Practically everything that is done in developing scientific 
management in an establishment has for its object the setting of 
tasks. We have tried to avoid the use of this short and, to some, 
rather disagreeable sounding word, but the language does not 
seem to afford one that better describes what we have in mind. 
A task with us is simply a fair day’s work and—let us not forget— 
one which can be repeated day in and day out, year in and year 
out, if necessary, without detriment to the physical, mental, and 
moral well-being of the person performing it. Unless you are able 
to set tasks, you cannot have scientific management. Now, to set 
a task requires more than a stop-watch. Before the stop-watch, 
or before any of the other mechanisms that are found useful in 
management, comes the building-up of a spirit of mutual confi- 
dence and helpfulness. To make my meaning entirely clear, let 
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me say that we never use a stop-watch on an employee except 
practically at his own request. I do not mean that we. wait until 
the request is framed in so many words, because a good many people 
on whom we have used a stop-watch with a mutually satisfactory 
result cannot speak our language. Some of those who can speak 
our language might think the request, without the ability to formu- 
late it in words. Anyone who arbitrarily uses a stop-watch, or any 
other such mechanism, for getting more work out of an employee, 
without having in mind that employee’s greatest prosperity, and 
without doing it as much, or more, for the benefit of the employee 
than for anyone else, is a menace to society. 

This place which the stop-watch has in scientific management 
simply illustrates our attitude toward the workers. We are all 
workers from the president of the company to the office-boy and 
the porter, and each one has to be individualized. You cannot 
have scientific management in one part of an establishment and 
not have it practically throughout. You cannot have one group 
of employees impose it on another group. You cannot have 
“fake” co-operation. To have the president of the company hold 
that his personal opinions and whims are to be taken into con- 
sideration, but that the vice-president and all the rest are to live 
by law, is to have an unworkable proposition. We do not ask 
anybody to accept our personal opinions, nor will we accept those of 
others. Facts must determine each question as it comes up. If you 
haven’t the facts you must get them, whether they can be secured in 
five minutes at no expense, or whether it takes thirty years and the 
expenditure of hundreds of thousands of dollars, as it did in the case 
of the development of the slide rules for machine tools. 

I have said that scientific management means the individualiz- 
ing of the workers, and herein lies the heart of its social significance. 
As long as William Smith and Molly Brown are simply two units 
in a group of two hundred, one thousand, or five thousand em- 
ployees, the individuality and individual welfare of these two 
workers is of very little moment. When, however, you set out 
to get from an industrial establishment its maximum production, 
made up as it is of the maximum production of all the William 
Smiths and all the Molly Browns, you will never get it unless you 
study each of them individually. 
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You must see in the first place that the rewards for high efficiency 
are not only full, fair, and accurate, but that they follow satisfac- 
tory completion of the work in the shortest possible time. It is not 
enough, as is the case in the profit-sharing plan, to have it come as 
a bonus at Christmas, twelve months after some of the work was 
done. Nor does it make for efficiency that Smith gets his whether 
he had any share in bringing about the result or not. The average 
job under scientific management takes about three hours to per- 
form. The worker must receive his or her reward for a job effi- 
ciently performed within twenty-four hours of its completion. To 
bring this about requires a type of co-operation and a degree of 
co-operation that will come only as the result of the most far- 
sighted and kindly interrelation between the different individuals 
who make up an industrial or other establishment. It is not the 
kind of co-operation that you get up in a selling force by bringing 
the men together in a room and filling them full of enthusiasm for 
increased sales. It can be brought about only after years of effort 
and following constantly a policy of something more than the 
square deal. Any effort to introduce scientific management in the 
absence of a genuine and painstaking co-operative spirit is utterly 
impracticable. 

Scientific management must be relentless in seeing that each 
worker receives his or her reward and only for work efficiently 
performed. We must regulate the benefits according to the serv- 
ices rendered. Any system that tries to average up rewards is 
doomed to failure. At the same time it is the constant aim of 
scientific management to organize itself so as to be able to help, 
in the broadest fashion, those who are temporarily or permanently 
below the average, to be as largely productive as such farsighted 
assistance can make them. Yet this is not welfare work we are 
discussing. It is something so immeasurably superior to the best 
grades of welfare work that the two cannot be compared. It is 
something that is entirely self-supporting because it really means 
something to the workers. 

Again, scientific management demands the entire elimination of 
the military system of control. The military system, of course, we 
inherit from the days when everybody had to “fight for it.” It 
was designed in order to mass one’s greatest strength at a given 
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place at a given moment of time. An industrial establishment is 
not operated for this purpose. What we are trying to bring about 
in industrial establishments is a steady, even flow of work, done 
under the minimum of tension and with the least possible discom- 
fort and disorder. We find that to do work under these conditions 
the military system has no place and that we must functionalize. 
Under the functional system a man can take orders from more than 
one person; in fact, most of our work people take direct orders 
from eight different people, known as functional foremen. Let me 
show this by describing that functional foreman whose work illus- 
trates my part of this subject perhaps better than any other. We 
call him the shop disciplinarian. Under scientific management 
only one man in the establishment has the authority to discipline 
employees and he disciplines anyone who may need it. The 
beautiful part of this is that after you have your disciplinarian 
appointed and the shop reasonably well organized on scientific 
management lines, the disciplinarian rarely has anything to do. 
The reason why he has nothing to do is that after he has been at 
work for any length of time it gets to be “good form” in the shop 
not to give him any work. The workman who is uncivil to his 
mates loses standing. As long as the military system is in control, 
the man who has the rank usually administers more or less dis- 
cipline to everybody underneath him and this develops resentment 
and reaction. Altercations are frequent. With the military sys- 
tem it is usually the under dog that gets discharged. After the 
disciplinarian is installed and you issue instructions that when two 
workers get at loggerheads they are to send for him, it seems to 
take all the fun out of it. The disciplinarian is picked because he 
has good judgment and knows how to smooth out difficulties. In 
other words, he is a specialist. 

Functional management leads ultimately to the democratiza- 
tion of our industries. Whether it be in the city or in the state or 
in the nation, we are finding out that democracy will not work with 
a few men controlling all operations, no matter how competent, 
farsighted, and amiable the few may be. Democracy in govern- 
ment means not only the rule of the people but the participation 
by the people in their government in the largest possible fashion. 
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In an industrial establishment the doing-away with the military 
control, and especially the functionalizing, makes every worker 
share, according to his ability, in the conduct of affairs. In other 
words, after scientific management has been introduced, the shop 
is run by the collective intelligence of the many, rather than under 
the “I say so” of those who, in the language of the day, own the 
business. Under this scheme the employees become more attached 
to a business. There are infrequent changes in the personnel and 
this aids very materially in wise administration. 

After you have individualized your employees you are not 
entirely without interest in what they do when they are not at 
work. It is the experience of every man who has set tasks and 
watched any considerable number of workers perform them, that 
sometimes they fail to earn their reward, which we call the bonus, 
and yet no reason for this can be found in the shop. Nine times 
out of ten you will find a sick child or wife at home, the worker in 
debt, or some other purely personal reason for working below par. 
Working without the closest spirit of confidence and co-operation, 
no opportunity is afforded for finding out these sources of ineffi- 
ciency. On the other hand, it is only after your organization is 
working under the conditions of an industrial family that it becomes 
almost impossible not to know that this man or woman is in debt, 
that another has sickness at home, or has some other cause of 
anxiety. 

Then you will find that there-are a hundred and one kinds of 
questions which you ask employees before hiring them that you 
never thought of asking before. There are under this kind of rela- 
tionship a hundred and one things that you have in your mind as 
possibly affecting your employees that you never gave thought to 
before. I can take you to cotton mills in New England where they 
hardly stop the machinery when a man loses his arm and where the 
level of morality among employees of both sexes is at a very low 
ebb. Compare this with a scientifically managed plant, where it 
is almost as hard to hide sickness and distress as it would be in your 
own families. It is the duty of an industrial family—not necessarily 
of the one individual whom we call the employer—to see to it that 
the level of morality is high and always going higher. This makes 
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for individual efficiency and prosperity; and we are finding out 
more clearly every day that group prosperity is not possible, without 
individual prosperity. High wages there must be, but high wages 
must be accompanied by efficiency or they will avail but little. 

Any establishment in which scientific management is being 
developed must necessarily be an educational institution. If you 
individualize your employees you must let them rise as far as their 
physique and mentality will permit. You cannot have annoyed 
and disaffected employees. We have only two classes of people. 
There are always those who have reached the limit of their capacity 
and know it and want to be let alone, fully realizing that they are 
better off working for you than they could possibly be working for 
anyone else. The only other group are those who are growing, 
those who have not yet reached their full capacity. These you 
must help in every possible way, and if their line of best advance- 
mént does not lie within your establishment you must make it one 
of your most important duties to see to it that they get this chance 
for advancement somewhere else. Here is one of my principal 
criticisms of railroad management. The railroads are especially 
likely to have a third class of people, who have never had what they 
consider a chance—men who have advanced so far and then have 
stood still for no reason upon which you can lay your finger. These 
men feel, whether rightly or wrongly, that they have within them 
the possibilities of further growth. These men are invariably 
“against the government,” and are a source of weakness in any 
organization. Something is wrong here. Either they were badly 
selected or they have been badly trained, or some time since they 
should have been given a chance elsewhere. Perhaps it is a little 
of all three. 

This paper would be incomplete did I not refer to the attitude 
of scientific management toward criticism. My eyes were opened 
to the novelty of our position toward constructive criticism by the 
way in which my report on Academic and Industrial Efficiency was 
received by the colleges, and more recently by the attitude taken 
by the railroad world toward scientific management. We feel that 
everybody in the establishment, from the office-boy up—and those 
out of the establishment for that matter—should be given the 
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widest opportunity for making suggestions and criticisms. Sug- 
gestions that are in any way adopted should be fairly compensated 
for. The truth is that after scientific management has made any 
material progress in a plant it becomes increasingly difficult for 
those not making a special study of any given matter to make 
suggestions in regard to it. This does not change our attitude 
toward the desirability of constructive criticism. We are on our 
knees begging for it, and the man or the woman who takes the 
trouble to criticize us most freely and frequently is our best friend. 
It is a far cry from this attitude toward that which obtains in many 
establishments—I suppose in the majority of establishments— 
where an employee is liable to be discharged for constantly making 
suggestions. We do not see in constructive criticism any of the 
elements of fault-finding. Surely until we are willing to face the 
truth in our industries, let it come from where it will, we cannot 
even begin to allege that we are being scientifically managed. 

I have said that scientific management is not something that 
can be bought ina box. Nor can you lay it on like a suit of clothes. 
You do not “get it” as we are told one gets certain varieties of 
religious experience. The truth of the matter is that scientific 
management gets you. If one could casually introduce scientific 
management in an establishment, much as one would introduce a 
system of bookkeeping, it would hardly warrant our giving it very 
much attention. Scientific management can be developed in any 
group of people only through a course of individual and collective 
discipline that must last over a long period of years. 

Finally, let me say that there is nothing to prevent scientific 
management from becoming a nuisance—even a menace—in an 
industrial community. But the same criticism can be made of 
democracy—even of Christianity—if either is allowed to drift from 
a genuine purpose or into the hands of charlatans. In my opinion, 
we shall never fully realize either the visions of Christianity or the 
dreams of democracy until the principles of scientific management 
have permeated every nook and cranny of the working world. 


Morris L. Cooke 
PHILADELPHIA 
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Men and women are strangely hard to move or lead from their 
accustomed way. A sense of the difficulty of such change is 
perhaps the first feeling of most men who work in the science of 
management. Little by little, as the engineer goes forward, how- 
ever, he begins to see that the possession of certain powers enables 
him to conquer not only hesitant men and recalcitrant machines, 
but baffling problems which involve both men and machines. 
And the powers which enable him to do these things are science 
and common-sense. Those are the two needs which the industrial 
engineer himself ardently desires to gain to a greater and greater 
degree. Those are the two needs which I present here as the basis 
of the training of men who intend to make the science of manage- 
ment their vocation. 

I assume that no course in the science of management would 
be begun before the end of the Sophomore year in college. The 
man who reaches the Junior year of college or technical school 
must have had some training in science and mathematics or he 
would not be eligible to enter the scientific management course. 
He must have acquired some common-sense and scientific attitude 
on his way, and the knowledge of science and common-sense so 
gained should be sufficient to enable him to recognize that in 
electing scientific management he is deliberately electing to follow 
a long and arduous road. The problem before us, then, when 
we discuss the work of men electing industrial engineering courses, 
is not one of supplying common-sense to men who have none, but 
rather of taking men with some common-sense and some knowl- 
edge of science and raising what they have to the highest possible 
power. 

How, then, can the industrial engineer become a scientist, attain 
the scientific attitude of mind? More difficult still, how can he 
obtain common-sense ? , 

By welding the scientific work of the classroom with the shop- 
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work of the factory; by making the laboratory hours, hours that 
are spent with wage-earners striving for their daily wage, instead 
of with fellow-students who are studying rather than earning; by 
making the classroom hours full of the splendid life, spirit, and 
movement of American industry. Laboratory and classroom hours 
alike must be filled with reality rather than with pure theory or 
with theory quite unrelated to the practical world. 

The ignorance of the American undergraduate as regards in- 
dustry seems to me appalling. The matter of his courses, the 
content of his texts seem to the undergraduate to belong to a 
world quite separate from the busy, stirring factory world outside 
the academic walls. He must then, first of all, get in touch with 
the shop. And I insist that he can do that nowhere save in actual 
operating shops among men who are working for their daily wage. 
No shop practice in the school will produce a like result. Shop- 
sense is one of the most valuable possessions of the industrial 
engineer. That sense comes only through actual shop practice. 
Once possessed it means that the man has thereafter the freedom 
of the shop. 

To attain the desirable ends of knowledge of science and posses- 
sion of common-sense I propose that any course in the science of 
management shall consist of classroom work as outlined below and 
of laboratory work carried on in actual operating shops. That 
means that manufacturers who are broad-minded enough to be 
willing to assist the college, and instructors broad-minded enough 
to recognize the limitations of industry must co-operate in giving 
the laboratory instruction in shop practice to the students. I 
believe both groups of men exist and I feel that through their 
combined efforts the student should have an opportunity to spend 
the summers of his Sophomore and Junior years in actual shop 
practice, while three afternoons a week during the scholastic year 
should see him working in the shop. 

What underlying thought must be before the men who make 
the courses ? 

Again to a definite question we can give a definite reply. The 
industrial engineer is dealing in all cases with both men and machines. 
He must study ‘“‘man”’ in his relation to his industrial environ- 
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ment—not any single class of men, but all the men engaged in 
industry. He must study “machines,” not alone in their relation 
to their product, but also in relation to the human beings who 
operate them. It is his task to bring the best that modern science 
has to the aid and well-being of man. 

It is in the development of his pupil’s studies of men that the 
wise teacher of scientific management will work most steadfastly 
in correlating the allied courses, mentioned later, in psychology 
and physiology, in economics and sociology, with the courses in the 
science of management, and with the work of living men and whir- 
ring machines. What percentage of flat failures occur because men 
have only “one side to their head,’”’ because they are quite unable 
to see the relation of many interweaving threads in a given problem, 
it is hard to tell. But I believe it is no small number. The indus- 
trial engineer must recognize the presence of many factors in a 
problem. He must solve equations of not only two unknown 
quantities, but of a dozen unknown quantities, so to speak. And 
the correlation of his courses in class with each other and with life 
will do much in the way of enabling him to do so. 

It remains briefly to sketch the content of the direct courses 
on this subject and to state their desired end. To do this I use 
again the question form. 

When should the work begin, and how much of the student’s 
time should it occupy ? 

Direct work in scientific management should begin either at the 
end of two years or of four years in college. The direct and allied 
special classroom courses should occupy one full year of collegiate 
training, divided between two years’ work, making a half-year’s 
work in scientific management during both the Junior and Senior 
years. The shopwork should occupy two summer vacations and 
three afternoons a week during each of the two years. 

What courses should be offered ? 

A dominant course in the science of management running 
through two years, allied with courses in economics, sociology, 
psychology, physiology, hygiene and sanitation, theory and practice 
of accounting. All these should be in addition to the student’s 
more direct work in science, mathematics, English, and foreign 
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languages, which occupy the time of three out of the four collegiate 
years—if the courses are made undergraduate ones. 

What should be the content of the scientific management courses 
given during the four half-years that comprise the Junior and 
Senior years of most colleges and technical schools ? 

The first half-year should be devoted to a general view of four 
picked industries—in order that the student may see industry 
more or less as a whole—and to the study of the principles of 
scientific management. The laboratory work for this course 
should consist of the broad outlined study of four plants from the 
time of the receipt of the first inquiry from the prospective customer 
to the final entry of the payment for the bill and the calculation of 
the cost. The classroom work for this course should be devoted 
to a thorough grounding in the basic principles of organization, 
and to study of the principles of scientific management. 

It is most essential that the student should obtain at the very 
start a clear realization of the difference between system and science. 
It is most essential also that he should come to understand that, 
while certain problems solved for one industry may be solved for 
all industry, such general solutions cannot be presumed upon. 
He should know that every new business will contain new problems, 
which must be solved by the use of all the knowledge of the past 
plus all the imaginative genius he can hope to possess. That is 
to say, the student must Jearn that a mechanism used successfully 
in one place cannot be bodily transported to another with hope of 
instant success. By the end of the first half-year each individual 
taking the course should have come to realize that he is studying 
the principles of a science which are applicable to every case, not 
memorizing a set of rules or inheriting a stock of recipes. The 
study of four actual operating plants will aid him greatly in this 
realization. 

The second half-year should be devoted in the classroom to a 
detailed study of the planning-room and the processes involved in 
getting work into the shop, of stores, routing, specifications, etc.— 
planning in general, ina word. The laboratory work should consist 
of actual planning-room experience in the shop. 

It is entirely true that there is a question as to whether planning- 
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room experience should follow or precede shop training. It may, 
therefore, be a question whether planning should be put in this 
course. It is my own belief that the student will master his shop 
theory better the third half-year from the fact that he has discovered 
the basic reasons of the work in the planning-room. It should be 
noted, moreover, in this connection that I have assumed that the 
student has had a summer’s experience in actual shop practice as 
a prerequisite of the course, and that he has had a half year of 
general preliminary study. 

The third half-year should be devoted to a detailed study of 
work in the shop (especially of the teaching work of the functional 
foreman), of inspection, and of task work. All of this except the 
study of task work should be done in actual plants. The task 
work should be done on fellow-students in the shops of the school. 
No untrained man should ever be put on actual task-setting. 

The third half-year offers a great opportunity to impress upon 
the student the importance of the teaching function of his work. 
The whole theory of functional foremanship is a theory of educa- 
tion and a great part of the time of an industrial engineer must be 
spent in teaching the men with whom he is working. Adequate 
powers of expression are by no means common among our recent 
graduates. The teacher of scientific management can never forget 
that the work of his pupils must show in the life-work of the men 
with whom they are dealing. The bridge-builder leaves a physical 
monument largely untouched by the later thought of men. The 
industrial builder must educate in such a way that his work will go 
progressively forward in the minds of men. That is true education, 
and education is true only when it obtains adequate expression. 

The fourth half-year should be devoted to studies in bringing 
all the best that science offers to the aid of industry—to work in 
costs, to work in the determining of policies by studies of sales, 
purchasing, and the like, and to the co-ordination of the work of 
the three half-years already outlined. 

The course of the fourth half-year should be broad enough to 
give the student some concept that great movements of trade exist 
and that they are factors which he must meet and use. The world 
is fairly well provided with men who can look after a few details. 
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It is very poorly provided with men who can care for great construc- 
tive work. One of the greatest industrial leaders of our time said 
to me the other day: “The greater the affairs of a corporation, the 
smaller the number of men who can deal with them. It seems to 
be a true inverse proportion. There are ten men who can think 
in a hundred thousand dollars, to one who can think in a million, 
and ten who can think in a million to one who can think in ten 
millions.” 

I should hardly expect any course to give an undergraduate a 
great grasp of comprehensive plans. There is, however, no reason 
why we should hitch our wagon to the lowest of the stars when we 
can find higher ones within our reach. 

In the foregoing résumé of a course in the science of manage- 
ment I have made no reference to many subjects I should have 
been glad to consider, to reports and theses, to methods and 
policies. Considerations of brevity forbade. I must turn again to 
my catechism and end with three brief questions and three brief 


answers. 
What should the allied courses teach ? 
The relation of man to industry and to his general environment. 


What should the college courses in English teach ? 

The power of expression. 

What should the work in scientific management teach ? 

That scientific management is a change of mental attitude 
(mental attitude, now, as always, the most powerful force among 
men) which makes employer and employee pull together instead of 
apart, which brings all that is best in science to the aid of every 
man in industry, and which, by its substitution of exact knowledge 
for the chaos of guess work and ignorance, makes progressively for 
justice and for the coming of the “‘new industrial day.” 


Ho.iis GODFREY 
West MEprForD, Mass. 
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In May, 1910, July, 1910, and April, 1911, the Journal of Politi- 
cal Economy published rather elaborate tables of security prices 
and interest rates for each month of the twenty years 1890-1909. 
The series included index numbers of common stocks, preferred 
stocks, and bonds, together with bond yields, discount rates on 
commercial paper, and call-loan rates. The numerous uses found 
for these figures make it desirable to bring them down to date. 

Concerning the materials and methods employed in compiling 
the tables, full explanations were given in the articles mentioned 
above, and need not here be repeated. Volume and page references 
will suffice to show upon what tables for 1890-1909 the present 
extensions should be spliced. At the end of the article a few of 
the most important data will be given for the full period of twenty- 
three years now covered by the tables. 


I. THE INDEX NUMBER OF COMMON STOCKS 

The depression in trade and industry which followed the panic 
of 1907 was extraordinarily severe. But recovery began with 
unusual promptness. Within a year of the panic finance recup- 
erated, and in the second half of 1909 manufacturing, wholesale 
trade, and retail trade showed marked gains. Meanwhile in 
England and Germany the crisis of 1907 had not degenerated into 
panic, the depression of 1908 had been less severe, and the recovery 
had begun later in 1909 and proceeded at a less rapid pace. Still 
the general course of the business cycles on the two sides of the 
Atlantic had been similar. But a striking difference presently 
appeared. The European revival suffered no serious check and 
developed into full-blown prosperity in 1910-12. On the contrary, 
the American revival proved as brief as it was prompt. Depres- 
sion returned in 1910 and lasted through 1911. Finally, in 1912, 
America closed its second period of liquidation after the panic 
and entered upon its second period of revival. Despite the uncer- 
tainties of a presidential year, a long series of labor troubles, a 
continuation of the trust prosecutions which many had blamed 


500 








Sbz 
19z 
Lgz 





qH aul | 


























sayiwNg) WII y 


























savay Ag 











(IITAX ‘Kusouorg poonog fo pousnor ‘Lot 04 6vf “dd uo sayqe} sanutnuo|) 
001 = 66-06g1 NI Sd91%qg TWALy aOVaAAY 
ZI-O161 SHLINOW ANV ‘SHALAVNY ‘SHVAA AM SUINVAWOD NOILVLAOMSNVA], ALYOJ NI SHOOLG NOMNWOD dO SIOAY AALLVIAY AOVAFAY 


I ATaVL 


9, 
N 
T 
i~) 
a 
i 
= 
; 
Bs 
: 
rs 
= 
~ 
Q 
= 
= 
: 
AY 
~ 
w 
a 
» 
3 








spuog 103 
puvulap jo [eAIAoI ‘oureyy pellred s}e1D0UING 
‘SABMPIVI 0} I[QBIOAR] UOISHep 9381 BIOSOUTIPY ‘1+ : ** Jaquiaydag 

apes} JO UOTIILI}SAI JayVANY 
{suOI}UaAUOD 9383S Ul ,,SyUeZINsuT,, Aq suTes) ‘6+ 
"OD ® 207 ‘uy yy 
Aq 19A0 Udaye} SetUNIIS uUOSsIvag-IeYyNbIey 
fapes} JO UOI}ILI}SAI JayIINy ‘sazVI WYSIIIy ul 
SIUBAPB JO JUIUIBUOd}sod paINdas WOISSTUTUIOD 
QoIVUIUIOT) o}BISIIIUY «{yeoyM Butds 0, Aimfuy 
HOSE 94} JO 380m 
$9}VJ SIONPI1 UOISSTUIWIOT) BIIUTWIOD 9387819} 
-uy ‘soye1 Aemrel Jo soueApe ysureZe uonounfuy 
19339q s}90dso1d 
doi) ‘sanumoes Aemyrer jo safes usiai0y o31e] 
suoije10di0) jo suonnsesoid JayjIMy jo suoreu 
-1jut ‘Aauoul Jeap ‘s}10dxe pjo3 ‘sj10da1 dois peg 
SIOUBAPE 9ZVM PUP SIHLI}S 
SNOJIUINU ‘{pasBIIIUI 9381 PUSPIAIP [eIIUID “A‘'N : ‘ . ‘ qoueyy 
UOSUIqoY 2 FSi JO oanjrey 
{saLI}SNpUl [eI9AVS Ul AJIATIIV BZurulep jo suzis ; ‘ ‘ “ul "+ Areniqa7 
SPST [2938 Uy 
Ayaroe Zurusyseys ‘saoud ureiZ pu u0z309 jo 
[IJ ‘sIa@Atade1 Jo Spuevy Ul “OD UOT w [ROD Bul 
“WOOP{ £°949 ‘UOISSTUIMIOD SdJ9UIUIOD 93%7S19;U] 
JO SI9MOd Ul 98B9INUI ZuIpUsUTUIOI|I BBesSOUT §,3je], ov — ‘ gf ‘++ Arenuef o161 








> 
5 
= 
S 
S 
~ 
=< 
S 
> 
~ 
Ss 
S 
| 
: 
=) 
8 


sreTod syulod 


jo suOHTN -Buywiny, peesds 














sure (3) 
IDBAVA AOS AHL ONILOSAAY SINAAY INTWAND suodwy An ay syD01g Jo sug Arey 

















SHLNOW AG 











ponusjuod—T ATAVL 





g 
N 
4 
i“ 
2 
= 
a 
BS 
: 
s 
z= 
~ 
Q 
= 
< 
Q, 
> 
w 
=) 
5 





WONPIOdIOZ [2935 *S'f JO UONeZNsaaul ueZ9q 
SaaNeiUssoIdsy Jo asnopy ‘saoud [9938 UT yNd [ela 
-ual ‘uoreqnoads jo TeatAal Arerodura} Aq poo] 
“JO} 2889 [IO PrepuLyg Ul UOISHap jNOD suresdng 

Moj A9A AQUOUI 1OJ S9}zVI Sspuog IOJ 
puvulsp Zursvaidut ‘ssoutsng felaues ut UOIIeeI 
JO SUIS Joy}IN} ‘fuOIssas BI}X9 UI OUI SssaIZU0D 

[mp Joye Asuour ‘19Z1e] syD03s 

Jaddoo ‘ra]]euls sper} [903s UI SJapo MoU ‘Jap 

-10q UBIIXay 0} Juas sdooyy f19MO] SZuTUIvA j9U 
Aeamjrel ‘puaplalp poonpes pwoey [eIU2D “AN 

SIzBI BYSIIIJ 

Aemprer Jo soueape pruned 0} pasnjal uorsstur 

“WOT, BDISUTWIOD 9}¥B}SI9I}UT JY} JUIUIaDUNOU 

-ue Jaze Wve uo dy¥oIq JoyIVUI ‘paounoUUe 

WP WsyINos puv uoTU Fury") Vqnop 10} 

ued ‘aper) [203s ut yUaWIaAOIdUII JoyIINy ‘suBoy 
Atmel Mou [eisaas ‘saoud AjIpourwio0o ul sulpIeq 

Asva yoyreu Asuoul ‘1aB7e] sSABMTTeI 
JO sutures jou £19}39q apes} 993s Jo sy0dso1d 
‘sXemjrer Aq pue AzID YIOA MAN Aq sUONnTIOg 
UBO] ZIV] ‘sapes} 00}}00 PU Joy}eI] UI UON 
-onpoid jo uONIUI}SeI ‘pasop “OD ysNI], s1Z9uIED 


ape} JO SUOT}IL}SAI 
penunuos ‘sAemprer Aq sodem Jo sasvotul [eUuOT, 
-Ippe ‘suoneviodioo ysurese sys [esopej Joqjzny 
{S9SBO [BOD IIHeIYIWY Ul UOISHep pue sselZu0D 
0} Bessa $3je], WIOl] PeAtaoel JuIUIaZeIMOOUy 
$}SBI910} Bpes} 
onstunssad ‘,,ysnr Jp, IeIng,, yurese pins [eapaj 
‘saarpeyuaseiday jo asnoyy poinjded s}edDouIIg 
quae 13d § 0} 9381 
pastes puysugq jo yueg ‘poyseoo10y suopojo 
78 ssaoons IjeDouleg ‘pe}Jedxa uey} 193}0q sdoia 


























“s**enuef 1161 


* * Jaquia00q] 


* *JaquIaAoN 


****39q039Q 0161 














83nsp ev Asuow ‘{saj0u Aansvan 
uvissnig 0oo‘ooo'f1¢ 7qZn0q FIO MIN ‘poexeyer 
adoimnq ul uous, Arejauoul ‘eur ut uORnN] 
-OAal {1a81e] SBuyusVa [293s {uoNezIUVBI00I 10} 
INL], Oo9eqO],,, Jo uejd porordde ureyss9y1 
fuoneiodi0og [991$ “S' IsUIeZe ys [eIIpe7 
says Avmpres ‘Taee 
{ye0qs ul Bun yns-soud ‘rem aweodi L umiog 
pur suvg 0} YOK MN Aq suroj ‘s]a478UI { 
-OINY Ul SsouIsBeuN ‘s}snz} JO suoTyNdesOId Jats 
-U9}x9 U9}ROIG] UTeYSIIyIM puv yey Aq sayooeds ; , . ‘ul ** Jaquiaydag 
suornnsesoid 3snJ} MoU f19yvIM S}ONpold [293s jo 
ssoud ‘semper 10} sanougIp 10qey pouaywamy 
{yunos08 uvadomngy uo uonepmby ‘aueyox 
y07g uo peseso Afuasedde saoud yo Sunsoddns 
SISIID UBIIOIOP 1J9AO Ajarxue ‘{suopnsesoid 
ysnz} Mou ‘sABMIIEI 07 BIQBIOABJUN PouUlsap S9}81 
ysBOD WNVg ZurpieFZs1 uoisHep s,uorssurwui0; 
QOIIUIUIOZD) 93BISIIIUT ‘saotId Jo FDUBAPT JO} UOT} 
-enoeds ppm puv ‘sdoxo ures# 0} a8ewep Joyny 
Jayqzvem Arp ~ 
pamfur sdo1d ‘me] uBULIEYS Japun suornsasoI 
MOU [BIZAWS UBZq PUP ,,jSNI], JOPMog ,, JSuIVsB 
yims uOM ynq ‘OyHeg uoTUp Wo’ SyDeg Wo 
-qINOs 33 0} JINS UI pozvajop JUSUTUIZAOZ 
{mnyssooons AfqZry spuoq jeued vureueg jo aes : ov'z S‘o1 ‘xeyy | ci 1Lz 


coe ““ysn3ny 





be 
S 
= 
S 
S| 
i) 
z 
5 
NS 
<3 
S 
N 
: 
5 
iS 


‘od 
1 avor tea | S284S 10 
LUWAVAY WOOLS ABL ONILOAAZY SINZAY INTWAND aswaay | SOHN 














S¥IOIG JO SIIIg dAIIVIAY 














SHLNOWY Aq 











penurywod—T ATAVL 








w 
9 
N 
~ 
4 
i 
= 
= 
: 
BS) 
: 
~ 
= 
~ 
Q 
= 
= 
w 
=~ 
2 
=) 
ey 
7) 





un3eq Aimbut ,,jsniy-Aauopy,, ‘poaordun suon 
-rpuod doid ‘{aAroe apex [903s ‘poyeurwoU yey, 
[[@us sZururea [993g *S'Q ING 
‘Qanoe sapex yejou ‘fed pol pepuewep 
usuiary Avmyprer ‘300d syedsord dor {410M 03 
peuinjal sJauTu [woo ‘zJaAIsO0o0y Aq suIes JayVIN 
yoqrew Zunsoddns anbrp png 
‘saAJosol YyUeq Ul aseoIdUI ‘Od Jo}sOAIU 
ysureZe yims ‘iddississtyy oy} uo spoog ‘Zul 
-U9}VIIY} SSI] S9ISI9ZAOIZUOD JOG] ‘s}10da1 doID 
JQVIOARJUN ‘{Zurures zJaassooy ‘19}sSesIP IUeITT, 
SAIISII YUVA “A'N U! 
Woyep ‘s][lu sxe} ul ssvoIdut asem ‘payyeo 
QYLIS [BOO dyt ue ‘io81e] sdurazva ‘open 
ut A}IAQIe ButmorZ Aq pozioddns ‘jusuaAow [Ng 
suvg 0} sj10dxa pjod Aavoy 
{AQUOUI UI asBa ponuUTUOD ‘sepez) 9Ix9} puL 
‘raddoo ‘[a03s ul yuamaAoIdu JoyyINy ‘uoNeU 
-TwoU 3d3998 PMO sy 3Vy} psouNouuE j]9A9800y 
adomy 0} apeul suvo] ‘asva Arejyouow ‘aly a[qe 
-ymby ‘aanoe sow Ansnput ‘ays suslMe'y] 
‘sr2out3ua Aq popuewiop aseaiout a3em ‘puaprarp 
peonpel "g°3S QW'O ‘soy]eurs sZuruszvs Avmprey 


JULY 
yeymMauos AQUOUL 1Oj S9}BI SYSEqeAA 10} pozutod 
-de sIsataoe1 ‘suornsesoid ysnzj JoyzINy ‘]903s 
pue uoy JO} SJapIO Bursvoisut ‘{paareoes [jam 
sarjunses ABmres uo 310dal s,uotssturWI0D) AaTpeyy 
quao Jod Sz mojoq Saajasel YIOX MON ‘fepeuesd 
0} JUIS PjOZ Coo‘ooo‘olg JZAO ‘JIISea PROIqE 
SUOHIpUCD [eDueUY ‘s}INpoid je0}s 10} sJops0 
Aemprel posvaiout ‘{sased o3e1 ysvod IgDeg 
Ul UOISSIMIMIOD BdIIUIUIOD 9}8}SI9}UT JO JapIo 
peutofus ymo> sorsum0d {,,sNIZ, OD0RqOL,,, 
JO UOTeIZozUISIp 10} uvjd poaoidde zN0D yD 


























"***Ayenuef 7161 


‘*aquUIgAON 1161 








ts 
: 
S 
S 
| 
=< 
S 
5 
m4 
S 
| 
: 
=) 
5 





Q0uaIJajUOD 39¥ed 
ueyqeg ‘9aoe sper} f1aZI0u SyHeg weyqn 

pues I9pPe_ Gof, peajossip yo) 3 nS 

pousyis soze1 

Aguowl ‘sarnunses uesoUTy Zuiseyoindai edoinq 
‘ssaiZuod) pues Aduspisoid poinjded s}elDow 

sanunoes UxUsUTY Ul UORHepmMbi, us1910j 
‘syoyzeu uvedoing Ul UOIsUd} ayNDe {IBM ULATeEg 

Aaguoul Jo} puewap ysuq ‘sZururvs Aem 
-[t@1 posvaidut faarjoe apes) ‘pomsse sdoid a31e7] 

Asva ssay Asuow ‘apes 

jo AWaoe penunuod ‘pares syiq Puy i 
‘poyeurMoU zIABZS00Y ‘jUaT[I0x9 s}I0dsoid s 

SdA19S01 YURG “A‘'N Ul JHYep ‘1ssIvap 

Aguow [39arjoe A19A Sapes} [eyauUl £u03309 yda0xa 


‘yuaqjeoxa =syo0dsoid doid ‘poyeurmou uosi\ 


fg'z 


¥g'c 


gRic 


gre 
Sz 
Sz 


Sz obz 


‘Ul Sz S€z 


* *Jaquia.aqy 


* JOQUIDAON, 
“++ *49qo199 
* *Jaquia}dag 


see ““ysn3ny 


ee. z161 





LOWAVAY ACLS AHL ONILOAAAY SINZAY INTWAOD 


swoduy WN 


99 19g 
ney 
aeol-T1®) 
aswaay 








pa 3| WH M0'T 











SyIOIg Jo SUG aANyY 














SHLNOW AG 








ponusqjuoj—T ATAVL 








SECURITY PRICES AND INTEREST RATES IN 1910-12 507 


for blighting the revival of 1909, and the outbreak of war in Europe, 
—despite all these difficulties, the volume of business expanded 
month after month. Not until the very close of the year, when the 
prospect of tariff revision began to disturb many minds, was the 
pace of advance moderated, and even then the tone of business in 
most quarters remained fairly confident. 

The stock market reflected these successive changes in business 
conditions much more faithfully in 1907-11 than in 1912. The 
lowest point touched by the index number during the panic was 
159.0 in November, 1907.’ In 1908 the lowest point was 159.5 
in February. Even while industrial stagnation was at its worst, 
stock prices rose. By July, 1908 the index number was above 200; 
by December, above 250. When general business improved in 
1909 a further rise occurred in stocks. By June stock prices were 
actually higher than ever before in the whole period since 1890, 
and the rise continued until the index number stood at 295.5 in 
December—16.0 points above the previous high record of January, 
1906. 

In this upward rush of quotations the stock market had dis- 
counted the re-establishment of prosperity while general business 
was still in the stage of revival. Consequently, when the revival 
was blighted in 1910 and business relapsed into depression, stock 
prices suffered a grievous fall. By July, 1910, the index number 
stood at 232.5—a loss of 63.0 points in seven months. During 
the rest of 1910 and all of 1911 the state of mild depression 
obstructed every campaign for the rise. The highest point 
touched in this period was 265.0 in June, 1911, when the govern- 
ment was defeated in its first suit to separate the Union Pacific 
and Southern Pacific railways. But efforts to maintain that level 
of prices were unavailing. By September, 1911. the index number 
was back at 233.0, and after a slight rise at the end of the year it 
relapsed again to 235.5 in February, 1912. 

In 1909, the stock market had run far in advance of the revival 

* This and the following figures are means of the highest and lowest relative 
prices as shown by the tables. Readers critically interested in these tables may be 
reminded that the numerous small discrepancies between figures for months, quarters, 


and years arise from imperfections in the original data—not from inaccurate compu- 
tations. See Journal of Political Economy, XVIII, 348, note 2. 
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of general business; in 1912 it lagged behind. While manu- 
facturers were booking orders far ahead, while wholesale and retail 
merchants were increasing their stocks and turning over their 
goods rapidly, while basic commodity prices were rising, and while 
bonuses were being promised for prompt delivery, the stock market 
rose only 14.5 points from February to April, then kept a fairly 
even course until after the presidential election, and finally receded 


TABLE II 


AVERAGE RELATIVE Prices oF Forty Common Stocks, CLassiFrep ACCORDING TO 
THEIR AVERAGE ACTUAL PRICES IN 1890-99 


(Continues table on p. 376, Journal of Political Economy, XVIII) 








17 13 10 
Stocks Selling at Less Stocks Selling at Stocks Selling at More 
than $25 in 1890-99 | $25 to $99 in 1890-99/ than $100 in 1890-99 





332 271 
301 260 


296 | 253 
| 





278 257 








TABLE III 
AVERAGE RELATIVE PRICES OF SEVEN Groups OF TRANSPORTATION STOCKS IN 
1909-12 
(Continues table on p. 379, Journal of Political Economy, XVIII) 








s North Coal 8 Middle- | 7 North Sceatnahi 
4 4 ‘ i ip 
6 Southern weneeen Pacific end 


Atlantic | Carrying Western . 
Railways | Railways | Railways | Railways | Railways ilways | Telegraph 
Companies 





1909....} 159 340 358 201 296 445 177 
ar 141 331 349 197 243 406 148 
BOB... 140 328 345 178 244 405 137 
1gt2....} 138 364 347 173 210 397 130 


























to 234.0 in December. For the year as a whole, prices averaged 
less than in 1911, as in 1911 they had averaged less than in 1910, 
and in 1910 less than in 1909. Investors and speculators may have 
feared lest this second revival should suffer the fate of the first, 
or doubted whether as matters stood, an increase of traffic would 
bring a corresponding increase of profits to the railways. Cer- 
tainly the sales of American securities by Europeans after the 
Balkan War broke out, the fear of tariff changes when the Demo- 
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crats captured the Senate as well as the House and the presidency, 
and the final success of the government in its suit to separate the 
Union and Southern Pacific railways, were powerful repressive 
influences in the stock market. 

Tables II and III show that the recession of stock prices since 
1909 has occurred among high-grade and low-grade stocks, and 
among the stocks of railways in every section of the country 
except the anthracite coal-mining district. Not all these groups 
however show a fall from 1911 to 1912. On the contrary, the 
medium and high-grade stocks which appeal primarily to the 
investor scored a slight gain in 1912, while the low-grade stocks 
suffered a considerable fall. Among the geographical groups, the 
anthracite coal stocks made a notable advance in 1912, and the 
southern railways a slight advance. 


Il. THE INDEX NUMBER OF PREFERRED STOCKS 


Preferred stocks have shared with common stocks in the 
general decline since 1909; but their fall has been more moderate. 
On the basis of yearly averages the drop from 1909 to 1912 is 46 
points in one case, against 65 points in the other; on the basis of 
monthly figures it is 64.3 and 94.5 points respectively. But while 
preferred stocks have been much steadier in price than common 
stocks in 1910-1912, they have undergone changes much more 
violent than those shown by commodity index numbers. 


TABLE IV 
AVERAGE RELATIVE PRICES OF PREFERRED AND CoMMON STocKs IN TEN RAILWAYS 
BY YEARS, QUARTERS, AND MONTHS, 1910-12 
AVERAGE ACTUAL PRICES IN 1890-99= 100 
(Continues tables on pp. 515, 516, and 519, Journal of Political Economy XVIII) 











By YEars 





Low | High Spread Average 





|Presersed | | Common Preferred | | Common | one —— \Preferred | Common 


| 
169 280 





| 

| 293 

153 | 262 148 248 
138 233 

} 123 215 


143 234 
134 224 
120 208 


141 
125 


242 
221 





164 267 | 174 
| 
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TABLE IV—Continued 











By QuaRTERs 








2nd Quarter 3rd Quarter 





Low High Low High 


1910 Preferred. . | 4158 
Common. . | 297% 213 


ro1r Preferred. . 146 
Common. . | 248 





1912 Preferred. . 127 
Common. . | 225 


























By Monts 





tort 





| é' 
Preferred Common Preferred | Preferred Common 


| 
| 





Low | High | High | Low | High | 








160 | 176 | 138 | 144 203 | 219 
| 1§r | 162 | 141 | 147 203 | 214 

157 | 164 | 14I | 145 205 | 222 

..| 1§r | 162 | 138 | 143 217 | 231 
| 150 | 158 138 | 146 210 | 225 

.| 140 | 152 141 | 149 | 204 | 220 
| 127 | 142 140 | 144 205 | 218 

133 | 143 132 | 141 | 211 | 224 
137 | 142 | 124 | 136 | 214 | 224 








| 141 | 150 128 | 136 | 210 | 224 
139 | 147 249 | 128 | 135 | | 211 | 222 
| 140 | | 236 | r2r |} 131 | 200 | 214 

| ‘ | 














Ill. INTEREST RATES UPON BOND INVESTMENTS AND SHORT LOANS 


Business depression disposes investors to diminish their pur- 
chases of speculative securities, and to increase their purchases of 
gilt-edged bonds. Hence the prices of bonds usually rise and the 
interest actually yielded by them usually declines in depressions. 
This rule held of the hard times of 1908 when compared with the 
flush times of 1907; but it did not hold of the depression of 1910-11 
as compared with the revival of 1909. After the panic of 1907, 
bond yields reached their lowest point in the first third of 1909, 
and then, as business improved, bond yields rose. When the revival 
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faded away into renewed depression this was not checked, as one 
might have expected. On the contrary, yields averaged decidedly 
higher in 1910 than in 1909 and a little higher in 1911 than in 1910. 
With the return of activity in 1912 the upward trend was reinforced. 

The explanation of this rise of bond yields through revival, 
depression, and renewed revival, must be sought in the effort of 
investors to force the overdue adjustment of long-time interest 


TABLE V 


ACTUAL AND RELATIVE RATES OF INTEREST YIELDED BY INVESTMENTS IN TEN RAIL- 
way Bonps, By YEARS, 1910-12 


(Continues table on p. 272, Journal of Political Economy, XTX) 








| Relative Rates 
| gat Sane Average Actua! Rates 
in 1890-99 = 100 





191 


= 
° 
_ 
x. 


IgI0 rgir Igt2 





44 | 86 | 87 89 
22| 83 | & 86 
58 | 93 | 96 
35| 99 | Or | 93 
23 | 90 92 
18 | go 92 
12 | go 92 
08 | 95 96 
04 | 100 100 
02 | 103 105 


35 
12 
5° 
26 
13 
II 
06 
°5 
03 | 
97 | 


Chicago & Eastern Illinois............| 
Missouri, Kansas & Texas 
Wabash 
Chesapeake & Ohio. . | | 4. 
Chicago, St. Paul, Minneapolis & Omaha) 4. 
Chicago, Burlington, & Quincy : 
Central Railroad of New Jersey 

Chicago, Milwaukee, & St. Paul 

New York, Chicago & St. Louis 

West Shore Railroad. 








ale aihaieaipalpalinaiinatnatina 
: lal alhalpalpaleainalnatioa 





27 | 4.37 | 88 | 91 


First ive 
04 | 4.09 | 96 97 


Second five 


>> 








.14 | 16 | -23| 92 | 94 





rates to the higher level of commodity prices. Bond-holders, like 
all other classes in the community, have been affected by the higher 
cost of living, and have sought a countervailing increase in money 
income. The article published in April, 1911, showed that on 
their current investments in railway bonds, buyers were getting 
in 1909 less than nine-tenths of the return which similar invest- 
ments had yielded them in 1890-99, though living expenses were 
much higher. Even wage-earners had fared better. Since the 
cost of living has risen rather than fallen since 1909," bond-holders 

* See Bulletin of the United States Bureau of Labor Statistics, No. 113, March, 1913, 
P. 35. 
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TABLE VI 


ACTUAL AND RELATIVE Rates OF INTEREST ON Bonps, COMMERCIAL PAPER, AND 
Catt Loans rn NEw York, BY YEARS, QUARTERS, AND MONTHS, 1910-12 











(Continues tables on pp. 273, 275, and 280, Journal of Political Economy, XTX) 
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PER CENT 
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have been under increased pressure to make better terms. On 
the other hand, borrowers are always reluctant to concede higher 
rates on long loans; the prevalence of mild depression has kept the 
new demands for loans within moderate bounds; and the investing 
public has remained unorganized as formerly. The one great 
advantage which American bond-buyers have enjoyed is that since 
1909 European business has been much more active than American 
business, so that foreign investors have had tempting opportunities 
at home and have been unwilling to put their money into American 
securities except at high rates of interest. The rates finally 
attained in 1912 on the ten railway bonds included in the table are 
higher than the annual averages in any year since 1897. If we 
take the West Shore bonds, which have been less affected than any 
of the others by changes in the credit of the guaranteeing corpora- 
tion, we find that the average yield for 1912 stands higher than at 
any time since 1890 with the sole exception of the panic year 1893. 
Thus bond-holders are beginning to come into their own again; 
but they must secure still further concessions if they are to offset 
in full the advance in cost of living. 

Short-time interest rates have been rather moderate in New 
York ever since the active days of 1906-7. Most of the time they 
have stood below their averages for the decades 1890-99 and 19g00- 
1909. But on the whole they have ruled somewhat higher than in 
the depression of the middle nineties. For European prosperity 
has exercised much the same influence in the discount as in the bond 
market. New York banks have made large loans in Berlin and 
other foreign markets, and this European demand for American 
funds has moderated somewhat the decline in domestic discount 
rates. 


IV. THE INDEX NUMBER OF BONDS 


Readers of the article published in April, 1911, may remember 
that the relative prices of bonds in these tables are computed by 
dividing the yield at any given time into the average actual yield 
in 1890-99. Hence the index number of bond prices which follows 
presents merely a new series of deductions from the data in Tables 
V and VI. 
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TABLE VII 
AVERAGE RELATIVE Prices OF TEN Rattway Bonps By YEARS, 1910-12 
COMPUTED ON THE BASIS OF AVERAGE ACTUAL YIELDS IN 1890-99 
(Continues table on p. 292, Journal of Political Economy, XTX) 











Chicago & Eastern Illinois 

Missouri, Kansas & Texas 

Wabash 

Chesapeake & Ohio 

Chicago, St. Paul, Minneapolis & Omaha 
Chicago, Burlington & Quincy 

Central Railroad of New Jersey 

Chicago, Milwaukee, & St. Paul 

New York, Chicago & St. Louis 

West Shore Railroad 


112.8 
116.3 
104.2 
108.0 
108.8 
108.4 
108.1 
104.4 

99-9 

95.2 


HACK H ABN O 





112.4 110.0 
104.4 103.2 


108.4 106.6 

















Every bond in the list fell in price between 1909 and 1912, 
though the fall was rather less among the stronger than among the 
weaker issues. The heaviest fall occurred between 1909 and 1910, 
or more accurately between May, 1909, and July, 1910. After 
the latter date prices rose a little; but in March, 1912, they started 
on another decline which lasted until October and brought the 
lowest level touched since the panic of 1907. 

Into the comparison between bond and stock prices a new 
column has been introduced. It gives the relative prices of those 
ten out of the fifty stocks dealt with which have paid dividends in 
every year since 1890.’ Although seven out of the ten are common 
stocks, this dividend-paying group has been steadier in price than 
the ten preferred stocks. Since the dividend-paying stocks are 
real competitors with bonds for the patronage of investors, it is 
not surprising to find their movements synchronizing roughly 
with the fluctuations of bonds—albeit the oscillations are much 

* The common stocks of the Central Railroad of New Jersey, Chicago & North- 
western, Delaware & Hudson, Illinois Central, New York Central, New York, New 
Haven & Hartford, and the American Express Co., together with the preferred stocks 


of the Chicago, Milwaukee & St. Paul, Chicago & Northwestern, and Cleveland, 
Cincinnati, Chicago, & St. Louis. 
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TABLE VIII 


RELATIVE Prices oF Bonps AND STOcKS BY YEARS, QUARTERS, AND MONTHS, 1910-12 
(Continues tables on pp. 292 and 295, Journal of Political Economy, XIX) 








ReLaTive Prices oF 
Bonps COMPUTED ON 
Basis Or AvERAGE Ac- 
TUAL YIELDS IN 1890-99 


REtative Prices or Stocks ComPuTep on BAsis 
or AVERAGE ACTUAL PRICES IN 1890-99 = 100 





Average of 
= pan 10 Railway 
R. Bond 


Average of 
10 Dividend- | aed | See 
Paying "Stocks | Stocks | Stocks 





98 
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95 


150 280 
142 248 
137 233 
141 215 
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TABLE VIII.—Concluded 

















RELATIVE PrRIcEs OF 
Bonps ComPpuTEeD ON | RELATIVE Prices or Stocks ComPUTED ON Basis 
Basis oF AvERAGE Ac- OF AVERAGE ACTUAL PRICES IN 1890-99 = 100 
TUAL YIELDs IN 1890-99 
MONTES l } | | 
of | Average of verage of | Av 
West Shore| 1"Ralray |!°DWvidend-| ° Preferred 10: Common se Common 
— Bonds "| Stocks tocks Stocks | Stocks 
1911i—Jan........ 96.9 109.1 137.8 141.2 254.3 | 254.0 
Sar 06.4 | 109.0 | 140.4 156.5 243.6 258.5 
March. ..... 06.4 108.5 | 137.6 153.2 255.9 258.0 
Saar 96.2 108.6 137.6 158.3 234.7 254.5 
May 96.6 108.9 138.5 145.8 238.7 256.0 
Nd leet 96.6 108.9 139.8 144.9 248.0 265.0 
aa 96.6 108.8 138.6 142.0 244.5 260.0 
Sere 95.9 108.7 134.6 136.6 227.4 247.0 
Sa 95.7 108.2 129.6 132.3 215.8 233.0 
a 95.9 107.5 133.1 134.5 222.4 239.0 
ee 96.2 108.0 137.3 120.7 229.2 245.5 
eee 96.6 110.1 137.2 126.0 233.1 246.0 
1912—Jan........ 96.2 108.1 138.6 125.3 211.2 237.0 
RES eS 96.2 108.3 143.2 123.8 208.4 235.5 
March...... 95-9 108.0 142.8 125.1 213.3 242.0 
a 96.2 107.8 145.2 128.2 224.0 250.0 
Se 05.9 107.6 143.4 123.9 217.7 247.0 
, ee 905-7 106.9 143.1 120.8 212.3 242.0 
ee 05.4 106.6 142.0 119.7 211.5 249.0 
, 55o aaa 95.2 106.6 142.2 121.5 217.4 246.5 
aa 95.0 105.5 142.1 123.1 218.9 248.0 
ee 04.3 104.9 140.3 123.0 217.3 246.0 
Se 94.0 105.1 138.9 121.9 216.5 242.5 
ee | 93-3 105.0 135.1 116.7 207.0 234.0 




















wider. The chief difference to be noted is that these stocks rose 
a trifle in 1912, while bonds continued to fall. 


V. CONSPECTUS OF SECURITY PRICES AND INTEREST RATES BY 
YEARS, 1890-1912 


It is convenient to have the general results of these investiga- 
tions assembled in a single place. The security prices and interest 
rates are therefore given for the whole period 1890-1912 in four 
tables, of which two show averages by years, and two by phases 
of business cycles. In studying the latter tables it is important 
to remember that comparisons of successive averages sometimes 
give a wrong impression. For example, a long period of depres- 
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sion in which stock prices decline from a high to a low level may 
well have a higher average than the succeeding period of revival, 
in which prices are rising gradually from the low point attained 


TABLE IX 


RELATIVE Prices OF Bonps, Stocks, AND CommopiTies. By YEARS, 1890-1912 
ARITHMETIC MEANS. AVERAGE ACTUAL PRICES IN 1890-99= 100 















































Bonps Stocks Commoprrres 
| 
United | or Common 
YEAR States West | Average | 10 Divi- | Preferred | Common |Stocks in 
sot | Shore | potey | Paying | ‘ino | ino |portation| 4S Staples 
i an RR. | Bonds | Stocks | Railways| Railways} Com- 
1925 } panies 
ere 114 9 «| 96 | 104 108 113 121 114 
i OO ee 104 97 | 93 100 104 113 113 113 
§ 1892....... 99 98 | 97 | 105 115 124 123 106 
$BQS....0- 02 91 95 | 95 | 96 87 89 93 105 
Se scaops 99 99 98 | 94 82 82 82 96 
_ ere 96 10oo | or | 95 87 87 85 93 
1896....... 88 99 |; 100 | 92 85 81 77 89 
g re 101 103 103 | 94 04 90 84 89 
s — ee 103 104 107 | 102 107 97 94 93 
: Re 112 107 114 | 118 130 126 128 103 
fy eee 127 107 11g | 121 133 144 134 III 
g ee 140 108 119g | 142 178 262 211 IIo 
4 Sree 140 108 120 | 157 19! 305 250 114 
H ee 139 | 103 114 | 136 163 238 201 114 
x a 132 103 115 | 136 156 215 192 114 
| re 138 103 118 | 158 181 278 250 116 
: er 135 IOI 114 | 159 180 291 267 122 
er 127 96 107 | 129 138 206 204 130 
ere 113 97 108 126 130 195 201 121 
ae 110 98 113 150 169 280 277 124 
rrr | tor® 97 109 | 142 148 248 254 131 
a 103* | 96 108 | 137 138 233 248 128T 
eee 114* | 95 107 141 123 215 | 243 ee 
Averages 
1890-99..| 100 | 100 too | 100 100 100 | 100 100 
k IQ00-09..| 130 | 102 114 | 14 | 162 24r | 219 118 


* Computed from yields in January, April, July, and October, as given in the Report of the Comp- 
troller of the Currency. 
t Estimated. 


at the end of depression. Such misleading appearances can be 
easily detected by turning to the monthly tables. 

The general trend of commodity and security prices can be 
seen most easily in the two charts which follow Table X. 











TABLE X 
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RELATIVE PRICES OF BONDS AND STOCKS IN SEASONS OF BUSINESS Prosperity, 
CRISIS, AND DEPRESSION, 1890-1912 























Bonps Stocks 
Av. of | Av. of | Av. of | Av. of 
W.S. [10 Rail-| ro Pre- |10 Com-|40 Com- 
R.R. road | fe: mon mon 
Bonds | Stocks | Stocks | Stocks 
se 1890—July, 1890—Prosperity........ 100 97 | 113 | 123 | 131 

August, 1890—December, 18g0—Minor crisis . 97 04 103 108 115 
January, 1891—July, 1891—Depression....... 97 93 | 100 | 103 | 107 
August, 1891—August, 1892—Prosperity. .. . . . 98 96 | 115 | 127 | 123 
September, 1892—October, 1893—Approach of 

ee ae a ee 97 07 | 106 | 112 | 116 
May, 1893—October, 1893—Maijor crisis... . .. 04 93 78 80 84 
an 1893—March, 1895—Severe depres- 

SRR ES TS i ree 99 98 81 82 81 
April, 1895—September, 1895—Revival....... too | 102 93 04 9! 
October, 1895—June, 1896—Renewed depression! roo | ror 88 84 82 
July, 1896—October, 1896—Free-silver campaign; 98 97 79 74 71 
November, 1896—June, 1897—Depression. .... . 102 102 86 83 77 
July, 1897—February, 1898—Revival......... 104 | 105 | 103 98 93 
=" 1898—April, 1898—Spanish war impend- 

EEE Ee eon ae reer 1or 104 98 85 87 
4 1898—September, 1899—Prosperity. .... . 106 III 121 113 113 
October, 1899—December, 1899—Minor crisis. .| 107 113 132 127 133 
January, 1900—September, 1900—Slight depres- 

(REEL RURERE Ae Se ae 107 | 114 | 131 138 | 130 
October, 1900—October, 1902—Prosperity. .... 108 119 | 180 | 269 | 219 
November, 1902—July, 1904—‘Rich man’s 

TAMA idle Ash dake Rake tiicced aalereiedd 103 | 114 | 162 | 228 | 195 
August, 1904—August, t905—Revival........ 103 | 118 | 177 | 263 | 232 
September, 1905—September, 1906—Prosperity | 102 | 116 | 182 | 290 | 265 
October, 1906—September, 1907—Approach of 

cn ancae ade tuewebs oxebamn ese cgi e a: 98 | 110 | 157 | 242 | 231 
October, 1907—December, 1907—Maijor crisis..| 93 | 101 122 | 161 166 
—. X gana dememies 1908—Severe de- 

AER e Tie ERS Re AER PL 97 | 107 | 124 | 184 | 190 
one, tanb-tanuien, 1909—Revival ..... 98 112 166 | 272 269 
January, 1910—December, 1911—Reaction....| 97 | 109 | 143 | 241 251 
January, 1912—December, 1912—Revival..... 95 107 123 | 215 | 243 
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CERTAIN CHANGES IN NEW YORK’S POSITION AS A 
FINANCIAL CENTER 


During the last year much attention has been given to the 
dominant position of New York City in our banking system. The 
extent of the control exercised by New York has been and is so great 
that several important changes that are taking place have escaped 
general notice. 

That the position of New York City as a banking center has 
undergone a change in the last few years is shown by the facts: (1) 
that a smaller amount of cash is being withdrawn from there each 
fall for crop-moving purposes; (2) that a relatively smaller amount 
of cash is held by the New York banks than in former years; (3) 
that New York holds relatively less of the reserve funds of the entire 
country than in the past; (4) that the total banking resources of 
New York have been growing less rapidly than those of other parts 
of the country; and (5) that strong banking centers are rapidly 
being developed in other sections. The rest of the United States is 
apparently becoming more and more independent of New York for 
cash and for the financing of relatively small enterprises. With the 
financing of large ventures and with the general question of exten- 
sion of credit this paper does not deal. 

That the fall movement of cash out of New York is less than in 
former years is a fact which few people seem to have noticed. 
Probably very few indeed are aware that the net movement during 
the fall months is now in the other direction. Several years ago this 
movement was carefully analyzed, for the years 1899-1908 inclusive, 
by Professor E. W. Kemmerer in his report to the National Mone- 
tary Commission. He averaged the movement for this period and 
found a definite flow of money out from New York each fall—a 
movement averaging $3,434,000 in the thirty-eighth week of the 
year (the latter part of September) when it was at its maximum. 
The maximum movement into New York he found to be $6,895,000 
and to occur in the latter part of January. 


* Seasonal Variations in the Relative Demand for Money, etc., pp. 124-29. 
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Since these statistics were prepared, an important change has 
occurred. Professor Kemmerer relied upon two sources of informa- 
tion: (1) special reports for 1905-8 from the New York clearing- 
house banks to the Monetary Commission, and (2) the weekly 
figures from these same banks for the net interior movement of cash 
into and out of the banks during the ten years 1899-1908. In this 
paper, of course, only the latter source of information is available, 
and all statistics of cash movements have been compiled from the 
weekly statements in the Commercial and Financial Chronicle. All 


TABLE I 
Net MOVEMENT OF CASH BETWEEN NEw YorK CLEARING-HOUSE BANKS AND THE 
INTERIOR (000 OMITTED) 
(The sign + indicates movement to New York) 



































MontTas 
YEAR So 1 
August September October November December 

GR. ovnscca $+ 3,084 |$—18,884 |$— 9,211 |$— 3,311 | $+ 3,806 |$— 23,616 
| ee + 8,478 | —15,657 | —22,495 | + 3,148| — 69 | — 26,595 
eee — 755 | —12,940 | —13,507 | +12,502 | + 1,409 | — 13,291 
are + 3,173 | — 9,077 | — 6,073 | + 71 | + 2,413 | — 10,393 
Ee +15,733 | — 5.491 | —18,948 | —13,584 | + 6,615 | — 15,675 
ee + 3,228 | —12,004 | — 7,676 | + 4,075 | +14,925 | + 2,458 
ES + 326] —19,906 | — 4,585 | — 4,003 | + 2,762 | — 26,396 
5906. ...... — 4,470 | —19,966 | —24,605 | + 138) + 5,131 | — 43,772 
ee + 115 | — 6,582 &. — 29, - —84,953 | —23,193 | —144,138 
ee +23,149 | — 2,675 + 1,114 | +13,656 | + 35,300 
Se + 9,430 | — 4,687) — 3, Ro + 2,850 | +23,663 | + 28,056 
| Pe +19,317 | — 3,120 | — 2,836 | + 8,674 | + 9,042 | + 31,077 
ey +27,676 | + 8,353 | + 5,058 | +16,891 | +45,012 | +103,890 
UN sae acas +22,343 | + 6,357 + 6,734 | + 8,707 | +23,570 | + 67,711 





statements of interior movements as reported in this publication 
include telegraphic transfers by the New York Subtreasury. 

An examination of this interior movement as presented in Table 
I shows that a very pronounced change has taken place since 1907. 
Before that date the movement during the fall months, August- 
December inclusive, was out of the city. The figures given begin 
with 1899 (Professor Kemmerer’s starting-point) and are continued 
through 1gr2—a total of fourteen years. Prior to 1908 New York 

t The Chronicle is published each week on Saturday, and it is impossible to follow 


closely the limits of each calendar month. Instead, the dates on which the paper ap- 
peared have been used as the basis. Thus if an issue of the Chronicle was dated 
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was the loser in every year except 1904, when her gain was slight; 
but even in that year there was a heavy net loss in September and 
October. The heaviest total loss appeared in 1907 because of the 
large withdrawals during the panic. With 1908 came a change. 
Since that time New York has gained rather than lost during the fall 
months. In 1908 only September shows a loss, and in 1909 and 
1910 only September and October; while for 1911 and 1912 every 
month shows a gain for New York. In 1911 the total gain for the 
period was $103,890,000, and in 1912 it was $67,711,000. In 1911 
there were net losses in only three weeks—those of September g, 
October 7, and October 14. In 1912 there were likewise only three 
weeks of net loss—$1,855,000 for September 14, $423,000 for 
October 26, and $837,000 for November 30. 

It may be urged that the dulness of business since the panic of 
1907 is the explanation. But whatever may be said of other years, 
1912 was a year of bumper crops, expanding business, and general 
prosperity; and in September of that year the gain for New York 
was the largest for any September during the years under review 
with the exception of 1911. In October, 1912, the gain was the 
heaviest for any October of the period. Evidently some other 
change has occurred. It is not true that the out-of-town banks are 
no longer sending their money to New York. Table II gives, in 
column II, the net interior movement for the entire year and shows 
clearly that, in absolute amount, New York is gaining more than 
ever. Prior to 1908, every year except 1906 and 1907 shows a gain; 
but beginning with 1908 and continuing through 1912 this gain has 
been much larger than before, reaching a maximum of $325,158,000 
in 1912. Prior to 1907, New York’s greatest gain was $134,940,000 
in 1904, but since that date the gain has never been less than 
$213,591,000. It is clear that the out-of-town banks are sending 
their money to New York in larger absolute quantities than ever 
before. 

January 1, the movement recorded for the week has been credited to January instead of 
to December. This is arbitrary but in no way affects the general conclusions pre- 
sented. It has been adopted because of the difficulty of assigning the proper amount 
to each month when a week is divided between two months. Net monthly results have 


been secured by first combining the net weekly movements as given and then com- 
bining these monthly figures to secure the totals for each year. 
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The reason for this movement of cash into New York is generally 
understood to be the offer of interest by the New York banks for 
out-of-town deposits. The legal requirements as to reserves must 
be met by outside banks, but cash held in their vaults is earning 
nothing. Since a part of the reserve may be transferred to approved 
agents in reserve cities where it will receive 2 per cent, the natural 
thing is for the out-of-town banks thus to deposit it. The change 
in the direction of the fall movement seems to be explained by the 
increasing tendency on the part of these out-of-town banks to lend 
their money directly on the New York market. It is currently 
reported that high money rates in 1905 and 1906 led the banks to 
begin the practice. Their New York reserve agents hesitated to 
perform the service but were forced into it by the trust companies 
who offered to do it free of charge if the national banks would not. 

The statistics prepared for the Congressional committee 
investigating the alleged “‘Money Trust” show an increase in the 
practice as follows:* 


LOANS BY SUNDRY NEW YORK FINANCIAL INSTITUTIONS FOR THEIR 
CORRESPONDENTS 








January July November 





$106,621,000 $ 89,248,000 $ 85,011,000 
103,524,000 121,648,000 168,557,000 
208,260,000 160,185,000 125,201,000 
143,876,000 128,804,000 148,820,000 

141,028,000 240,480,000 











The tables prepared for the committee show a slight increase in 
the amount loaned on stock-exchange collateral by the New York 
banks for themselves, but a very much larger increase in the amount 
loaned by them for their correspondents. They also show that al- 
though these correspondents are lending more at all times of the year 
than formerly, the amount so loaned in the fall has grown much more 
rapidly than the amount at other seasons. On November 1, 1912, 
the total was nearly three times that on November 1, 1908. 

* Money Trust Investigation, p. 1193. The loans as given are those “outstanding 


on or about January 1, July 1, and November 1 in each of the years 1908 to 1912, 
inclusive.” 
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The opportunity to lend these large sums at the high rates 
current each fall for demand loans goes far to explain the reason why 
there is now a movement of cash into, rather than out of, New York 
during the fall months. The out-of-town banks no longer content 
themselves with the 2 per cent allowed them by their reserve agents. 
If they have any surplus funds over and above their required 
reserves, a direct loan will yield perhaps 4, 6, or 8 per cent, or even! 
more. The inducement to use funds in this manner is very strong. 
Money so used does not, of course, count as a part of reserves as it 
would if left on deposit with the reserve agent, but any excess above x 
the amount needed for reserve purposes may be thus loaned. The 
lending bank may and in some cases does pass upon the collateral 
given as security, but often, especially if the lending bank is small, 
all is left to the discretion of the New York agent, and the out-of- 
town bank is merely sent later, for approval, a list of the securities 
held. Thus any surplus above reserve requirements may be 
employed to advantage and anything that may be spared from local 
needs may also be sent on for a similar use. When the out-of-town 
bank finds it necessary to build up its reserves these loans may be 
called, the New York bank still acting as agent in the transaction. 
The money thus secured may be left on deposit in New York and 
counted as a part of reserves or, if necessary, the cash may be 
withdrawn from the city. 

There is another change that aids in explaining the lessened 
autumnal demand on New York. Checks are being used to an 
increasing extent in rural communities. Just how much of a change 
has occurred it is impossible to determine, but numerous inquiries 
addressed to western bankers have found them agreed that there is 
a constantly decreasing demand for cash for local needs. Farmers 
and merchants ask for less actual money and prefer accounts against 
which checks may be drawn. Even if this practice should greatly 
increase, the demand for cash would not be entirely eliminated but 
merely lessened. It would still be necessary to withdraw cash from 
New York and other centers to build up local reserves, but the 
amount needed would not be nearly so great as before. 

That the continual flow of money into New York does not result 
in a large accumulation of cash in that city is explained by the losses 
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to the Subtreasury and through gold exports. An examination of 
Table II (in which the net interior movement is given in columns I 
and II, the Subtreasury and import and export movement in 
columns III and IV, with a combination of both in columns V and 
VI) shows that the net result is no great gain in cash for the New 
York banks for the entire year, and only a relatively slight loss 
during the fall months. 


TABLE II 


Net Cash MOVEMENTS INTO (+) AND Out oF (—) New York City CLEearinc- 
House BANKS (000 OMITTED) 























INTERIOR MOVEMENT Syeremems tap Gop Totat Net Movement 
YEAR mnt ———s ~ 
oR Ill a | ov 

Aug.-Dec. | Entire Year | Aug.—Dec. | Entire Year Aug.—Dec. Entire Year 

S 

RG cs anc wa $— 23,616/$+ 37,116/$— 18,715|$— 58,859/$— 42,331/$— 21,743 
er — 26,595) + 52,563} — 117] — 21,732) - 26,712) + 30,831 
ere — 13,291] + 77,569] — 18,050] — 66,422) — 31,341] + 11,147 
1902........ — 10,393} + 50,067| — 23,144) — 54,675] — 33,537) — 4,608 
1903......-. — 15,675) + 87,054) + 251] — 55,242) — 15,424) + 32,712 
ie + 2,458) +134,9040} — 45,258) — 56,608) — 42,800! + 78,332 
_ eee — 26,3906) + 71,862} — 30,305} —105,019} — 56,791) — 33,157 
ee — 43,772| — 36,143) + 11,337| + 75,621) — 32,435) + 39.478 
ene — 144,138) — 92,255 +134,211| +135,765| — 9,927) + 43,510 
Seer + 35,300} +264,100) — 35,757; — 48,653) — = 457) 215.447 
ee + 28,056) +223,553} — 71,735| —147,297| — 43,679] + 76,256 
re + 31,077} +213,591| — 50,368) —122,666| — 19,291) + 90,925 
See +103,890} +302,377| —103,858| = 193,364) + 32| +109,013 
rey + 67,711) +325,158 — 103,616) — 277,666) — 35,905 + 47.492 








The interesting change has come since 1907. Since that date 
each autumn shows a Subtreasury and export loss greater than in 
any year up to 1907, except that the loss of $45,258,000 in 1904 
exceeded that of $35.757,000 in 1908. For the entire year a similar 
change has been taking place. A combination of these two move- 
ments in columns V and VI shows no change of any significance. 
New York has been the gainer in eleven of the fourteen years, 
although a loser in the fall months during every year but one. The 
total net movement shows no important change except in 1908. 

All the facts thus far presented lead to no conclusion relative to 
a change in New York’s position except that there has not been for 
several years past a net loss to New York for crop-moving purposes. 
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Instead, New York gains from the interior during this period, but 
has lost through the Subtreasury and gold exports an amount 
sufficient to offset these gains. 

Professor A. P. Andrew, in a letter appearing in the New York 
Evening Post of January 8, 1913, contends that New York lends 
large sums to the interior each autumn and that if these “loans to 
correspondents” were included “it would doubtless be evident that 
any apparent increase in the net balance of out-of-town money in 
New York about November 1 of the present year was more than 
offset by an increase in loans made by the New York banks to their 


TABLE Ill 


AMOUNT AND NATURE OF RESERVE HELD By NATIONAL BANKS ON OR ABOUT OCTOBER I 
oF Eacu YEAR (00,000 OMITTED) 


























| 
Qrsears Come (gsers | Locurzes Opera r=" | maerms Uneras Scares 
YEAR r ee 
Lawful (Due from Re- Lawful Due from Re-| Lawful Due from Re- 
Money __| serve Agents Money serve Agents| Money serve Agents 
re $128,2 | $129,8 $144,9 $150,7 | $523,8 $280,5 
ER iat chates 139,2 | 122,1 162,6 155,8 | 572,9 277;9 
ere 15§2,0 | 141,4 164,0 163,8 | 681,9 305,2 
Ree 166,1 | 156,6 178,7 181,9 | 688,9 338.4 
Serer 172,0 | 164,0 193,7 204,7 | 651,6 368,6 
ee 196,6 165,7 216,8 | 226,7 | 729,0 392,4 
Ry ce cncexd | 227,0 | 188,9 235,0 220,t | 899,1 409,0 
WS ass cae 232,90 | 207,9 240,4 241,5 886,6 449,5 
RR as anna | 220,44 204,6 251,0 258,3 | 884,8 462,9 
i eee | 246,06 | 224.4 256,6 2738 | 929,8 408,2 
ae a 251,7 | 236,8 271,6 209,9 931,0 536,7 
| | | ! 








correspondents.”” However, he introduces no facts in support of 
this contention and it is difficult to see why the New York banks 
would send money out of the city in large quantities when interest 
rates are such as to bring such large sums into the city. 

That New York holds relatively less cash than formerly is 
another change of importance. This is shown by Table III, which 
has been compiled from the reports of the Comptroller of the Currency, 
beginning with 1902, rather than with 1899 as do the previous tables, 
because a change at that date in the method of presenting the facts 
makes accurate comparisons with earlier years impossible. The 
table gives the reserve in millions of dollars held by the national 
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banks of the reserve cities, of localities other than reserve cities, and 
of the entire United States, respectively. The figures have been 
taken in every case from the report nearest to October 1. The 
reserve is given in its two parts: (1) lawful money held (including 
redemption fund at Washington), and (2) the amount with reserve 
agents. Table IV shows the amount in cash as compared with the 
amount with reserve agents in percentage form. 

There has been no change of importance during the period in the 
practice of the banks as to the percentage of reserve held with 
reserve agents. The amount of cash held as compared with the 


TABLE IV 


PERCENTAGE OF LAWFUL MONEY AND OF DEPOSITS WITH RESERVE AGENTS IN THE 
RESERVES OF NATIONAL BANKS ON OR ABOUT OCTOBER 1 OF EACH YEAR 

















| Reserve Crimes (excerr | Locarirres OTHER THAN 
| CenTrat Reserve Crtres) Reserve Cities Entme Unrtep States 
YEAR l 
_— With R —— way Lawful With ho ae Lawful ‘with Reserve 
oney Money Agent 
~ Ce) | (Percentage) | (Percentage) | @uaumes | (Percentage) | (Percentage) 
; | 

dacs acd | 49-6 | 50.3 | 49.0 50.9 65. | 34.8 
ENE 53.2 40.7 51.0 48.9 7.3 | 32.6 
Bcicwcne | 51.8 | 48.1 50.0 49.9 69.0 | 30.9 
IERIE | $1.4 48.5 49.5 50.4 67.0 32.9 
Se . #@3.3 48.8 | 48.6 $3.3 63.8 36.1 
eer | 54.2 45-7 | 48.8 51.1 65.0 34.9 
i a anken 54-5 45-4 51.6 48.3 68.7 31.2 
np 52.8 47.1 49.8 50.1 66.3 33.6 
ere | 52.8 47.1 49.2 50.7 65.6 34-3 
eer 53.9 47.6 48.3 51.6 65.1 34.8 
eee 51.5 48.4 47-5 52.4 63.4 30.5 

















amount of deposits with reserve agents is about the same in the later 
years as in the earlier. Such changes as have occurred since 1908 
have been in the direction of a larger rather than a smaller per- 
centage with reserve agents. Thus for the country as a whole this 
proportion has increased from 31 per cent to 36 per cent, for the 
cquntry banks from 48 per cent to 52 per cent, and for the reserve 
city banks from 45 per cent to 48 per cent. In each case this is a 
return to conditions prior to 1907. Apparently the banks for a time 
hesitated to intrust a large proportion of their reserves to banks in 
other cities, but this hesitation has gradually disappeared until now 
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conditions similar to those which preceded the panic have returned. 
The national banks are still taking advantage of their legal right to 
leave a part of their reserves with approved reserve agents. They 
are not hoarding their cash in their own vaults. 

But the New York national banks hold relatively less of this 
amount than formerly. Table V presents the same figures in a 
different manner. In this table the amounts of cash reserve held by 
the banks in 1902 are viewed as 100 and the amounts at later dates 
calculated as percentages of them. The results show that while the 


TABLE V 


LAwFuL Money RESERVE (INCLUDING REDEMPTION FuND) HELD By NATIONAL 
BANKS ON OR ABOUT OcTOBER 1 OF EACH YEAR (00,000 OMITTED) 














LOcALITIES 
Oruer RESERVE EntTRe 
New Yore CaIcaco Sr. Lous Cis = THAN |Unrrep STATES 
Year le le & ° & 
ase Sao $a See ise - 
Amount 534 Amount gee Amount) § 85 Amount He Amount B25 Amount He 
Ese a Sa a Sas ot A Sad fy Bae 





1902. .| $186,1| 100 | $45,9 | 100 | $18,7 | 100 | $128,2) 100 | $144,9]} 100 | $523,8) 100 
1903..| 205,3} 110 | 47,3 | 103 | 18,5 98 | 130,2) 108 | 162,6) 112 | §72,9| 109 
1904..| 289,9] 155 | 54,1 | 117 | 21,7 | 116 | 152,0| 118 | 164,0] 113 | 681,9| 130 
1905..| 256,0| 137 | 60,9 | 132 | 27,1 | 144 | 166,1) 129 | 178,7| 123 | 688,9] 131 
1906. .| 201,5| 108 | 60,0 | 130 | 24,2 | 129 | 172,0) 134 | 193,7| 133 | 651,6) 124 
1907..| 221,3! 118 | 66,6 | 145 | 27,6 | 147 | 196,6| 153 | 216,8) 149 | 729,0| 139 
1908..} 340,1) 182 | 70,3 | 153 26,6 | 142 | 227,0| 177 | 235,0} 162 | 899,1) 171 
1909. .| 304,6) 163 | 77,4 | 168 | 31,3 | 167 | 232,90] 181 | 240,4] 165 | 886,6) 169 
Ig10..| 294,0| 157 | 82,9 | 180 | 27,3 | 146 | 2209,4| 178 | 251,0] 173 | 884,8) 168 
IQIr..| 305,8| 164 | 89,7 | 195 | 30,8 | 164 | 246,6) 192 | 256,6) 177 | 929,8] 177 
1912..| 288,5| 155 | 89,7 | 195 | 20,4 | 157 | 251,7| 1906 | 271,6) 187 | 931,0) 177 












































lawful money reserve held by the national banks of the entire 
country increased from 1902 to 1912 by 77 per cent, the amount held 
by the New York banks increased only 55 per cent. St. Louis 
increased 57 per cent, while Chicago increased g5 per cent or nearly 
doubled. The other reserve cities as a group gained 96 per cent, 
while the country banks increased 87 per cent. New York gained 
a little less than St. Louis, much less than Chicago, and also much 
less than the other banks of the country. 

The same general situation may be made clear in anot ier way. 
It has been shown above that the banks of the country are redeposit- 
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ing their reserves as much as ever. The New York banks, however, 
are receiving a much smaller part of these deposits than in earlier 
years The facts given in Table VI are the ones that show the 
change. These also are taken from the reports of the Comptroller of 
the Currency, the report selected for each year being the one nearest 
October 1, as in the three preceding tables. The first column gives 
the amount “ Due from Reserve Agents” for the entire United States. 
As there is no such item for central reserve cities, New York City is 
in no way included. Column IV, “Due to National Banks,” gives 


TABLE VI 


Amounts DuE FROM NATIONAL BANKS (00,000 OMITTED) 








mn | m IV Vv VI 
Due from 
Boake Ne D P P. 

ot ue to ercenta ercenta, 
ve | Total Due National | Ratio of | Ratio 


Reserve | 
Agents (all — s |Column IV|Column IV 
National | ¢:ibined)|(New York| to Column | to Column 
Saabs | City only) I Ill 
exc ew 
ork) | 


1899... $184,2 | $598,3 | $252,7 61 42 , 58 
1900...| 450,7 187,4 | 638,1 260,0 57 40 60 
1g01r...| 456,6 208,8 665,4 252,3 55 37 63 
1902...| 465,6 | 218,9 684,5 | 248,3 53 36 ’ 64 
1903...| 454,9 221,0 675,9 230,5 50 34 66 
1904...| 562,6 256,4 819,0 | 311,4 55 38 62 
1905...| 605,4 | 277.4 | 882,8 | 303,1 50 34 66 
1906...) 616,1 288,5 904,6 297;5 48 32 68 
1907...| 614,4 289,0 903,4 259,2 42 28 ® 72 
1908...| 711,9 326,0 | 1,037,9 359,0 50 34 66 
1909...| 719.3 | 335,9 | 1,055.2 | 331,3 46 31 , 69 
1910...| 688,7 | 329,0 | 1,017,7 | 315,0 45 30 ’ 70 
IQII...| 744,6 35,1 | 1,004,7 | 332,0 44 30 70 
1912...| 812,1 407,2 | 1,219,3 345,0 42 28 : 72 
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for New York City the item that indicates (not exactly but in a 
general way) the amount held by the New York banks as reserve 
agents for the banks in the interior. The growth in the amount left 
with reserve agents (column I) has been rapid, and, with the excep- 
tion of 1903, 1907, and 1910, it has been steady. The amount held in 
New York (column IV) has also grown but with much less rapidity. 
A high point was reached in 1904, followed by a decline to 
$259,200,000 in 1907. In 1908 came a large increase soon followed 
by a drep to $315,000,000 in 1910. In 1912 the amount was only 
$345,000,000, much less than in 1908. The changes are best shown 





NEW YORK AS A FINANCIAL CENTER 533 


in column V, which states the facts in percentage form. In 1899 
New York owed the national banks of the country an amount equal 
to 61 per cent of the total amount due the national banks from re- 
serve agents. This declined to 50 per cent in 1903, increased to 55 
per cent in 1904, fell to 42 per cent in 1907, rose to 50 per cent in 
1908, and has steadily declined ever since, until it was 42 per cent 
in 1912. A comparison with Table V shows a marked correspond- 
ence in the fluctuations in the amount of lawful money held by the 
New York banks and the amount due from them to other banks. 
New York banks held no more lawful money reserve in 1912 than 
in 1904 and owed only a little more to national banks. New 
York’s cash holdings declined in 1906 and 1907 and increased in 
1908. The same changes are shown in Table VI in the amount 
due to national banks. Since 1908 both items have declined. It 
is also to be observed that the decline in the percentages given in 
column V of Table VI has been almost constant. 

Lest this should not seem to be an entirely fair statement of the 
case another item has been inserted in Table VI. Column II gives 
for all the national banks of the country (excluding New York) the 
item “Due from National Banks—Not Reserve Agents.” This 
includes many exchange items which are purely temporary, but also 
includes many more permanent accounts. Column III combines 
columns I and II, while column VI compares this total with New 
York’s item ‘Due to National Banks” in column IV. The same 
fluctuations and the same general decline are to be noticed. The 
42 per cent of 1899 becomes 28 per cent in 1912, a drop of 14 per 
cent. Put in another way, the rest of the country has gained 14 per 
cent. Column VII gives the difference between columns IV and 
III, or, approximately, the amount held by the rest of the country." 

Nor have the total resources of the national banks of New York 
increased so rapidly as those in other parts of the country. This 
fact has been presented with great clearness and force by Professor 
A. P. Andrew,? and need only be summarized briefly here. Table 


* Throughout the discussion of Tables V and VI, sight must not be lost of the 
duplications due to the practice of banks in Chicago and St. Louis sending their 
surplus funds to New York. 

2See New York Evening Post, December 7 and 14, 1912, and January 8, 1913. 
These articles are reprinted in Senate Document 1003, 62d Congress, 3d session. 
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VII presents the percentage changes in number, capital, and 
resources of the United States national banks from June, 1900, to 
June, 1912, as given by him. It is evident that the banking strength 
of the South and West has been growing more rapidly than that of 
the East. 


There remains for discussion the question of the present distri- 
bution of banking reserves. It seems clear that the country is less 
dependent on New York for cash than in former years; that a rela- 
tively smaller amount of cash and of “Due from Reserve Agents” 
is held by the New York banks than in former years; and that the 
total banking resources of New York have grown less rapidly than 
those of other parts of the country. 


TABLE VII 


PERCENTAGE CHANGES IN NUMBER, CAPITAL, AND TOTAL ReEsouRCES OF ALL 
REPORTING BANKS FROM JUNE, 1900, TO JUNE, 1912, BY GROUPS OF STATES 











| 


PERCENTAGE CHANGE 





Groups or STATES 





New England 

Eastern States 
Southern States 
Middle Western States 
Western States 

Pacific States 





Have other centers been developing? If so, the fact would be 
evidenced in each case by growth in total banking resources, in cash 
held, in ‘‘Due to Other Banks” and in the cash movements into 
and out of such centers. The last of these points would show the 
extent to which the autumnal strain has been shifted from New 
York to these other centers, but unfortunately no reliable statistics 
are available. Such as have been gathered are admittedly incom- 
plete, and are for such a short period as to make satisfactory 
comparisons impossible. 

Information on the other points is, however, more easily secured. 
Table VIII shows the growth in total resources, specie and legal 
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tenders,’ and “Due to National Banks” for the leading reserve 
centers of the country from 1899 to 1912. In this table the cities, 
except New York, are arranged in the alphabetical order of the 
states in which they are situated. New York City has gained in the 
three specified items 78 per cent, 66 per cent, and 36 per cent 
respectively. Compared with these gains, those of Chicago were 
136 per cent, 139 per cent, and 142 per cent, and those of St. Louis 
were 135 per cent, 164 per cent, and 187 per cent. 

A fair comparison must take into account both the rate of growth 
and the present actual amounts. Such a comparison reveals the 
gradual development of a number of financial centers in the interior. 
Whether in each of these cases the growth will continue is by no 
means certain, but the growth of the past is not open to question. 

In Table IX are grouped by sections sixteen cities whose 
geographical location, recent growth, and present strength are 
indicative of their influence. In New England, Boston is the only 
city which can be looked to as leader. Although her amount of 
“Due to Other Banks” has declined by 26 per cent during the 
period, it is still large, and the amount of cash held and of total 
resources have increased. Aside from the need for a center at some 
point in New England it is probable that the Boston practice of 
collecting out-of-town items through the clearing-house has been, 
and will be, a very important factor. 

In the Eastern States New York City is, of course, leader, with 
Philadelphia second. The size of Philadelphia and its prominence 
as a manufacturing center account in part for its financial impor- 
tance, but some of its growth, as well as that of Albany, may be 
attributed to the New York practice of charging exchange on 
out-of-town items. The New York clearing-house banks divide the 
country into three sections. Localities in the first section are 
discretionary points on items from which exchange may or may not 
be charged. All items from a second section farther distant must, 
according to the rules, be charged at least one-tenth of 1 per cent, 
while items from more distant points must be charged at least one- 

t The item “Specie and Legal Tenders” is not the same as “Lawful Money 


Reserve” used in Table V and so slight differences appear. Also in Table V the first 
year given is 1902, while in Table VIII it is 1899. 
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fourth of 1 per cent. The effect of this is that many banks in 
near-by cities, e.g., Trenton, send to Philadelphia for collection large 
sums that might otherwise go to New York, because the Phila- 
delphia banks have no such agreement and take all items at par. 
The only loss incurred by collecting through Philadelphia is due to 
the fact that in the latter city the banks have agreed to defer 
interest payment for three, five, or seven days, on amounts 
deposited, the length of time being determined by a grouping similar 
to that of New York in charging exchange. This deferring of 
interest in Philadelphia has been in effect only since September 1, 
1911. Recently New York has attempted to offset some of the 
losses sustained through her exchange charge by extending the 
number of discretionary points to include other cities, provided the 
banks in those cities will meet certain requirements as to prompt 
remittance. It is too early to forecast the effect of this change. 
Albany has undoubtedly been a gainer, for the reasons which have 
favored Philadelphia, but her nearness to New York will probably 
make it difficult, if not impossible, for her to maintain her position. 
The growth of Pittsburgh has been remarkably rapid and that of 
Baltimore also deserves attention. 

None of the cities in the South are as yet large enough for 
comparison with those of the East and Middle West, but New 
Orleans has been gaining rapidly and Houston and Galveston are 
growing. Houston now surpasses New Orleans in all three items 
given and shows a remarkable percentage increase. It seems 
probable that the use of the Panama Canal may send enough traffic 
through these southern ports to aid their growth very materially. 

In the Middle States there are several cities, e.g., Cincinnati and 
Indianapolis, which are larger than some of those mentioned in the 
South and West, but they are surpassed by the ones selected for the 
table. Chicago, Minneapolis, St. Louis, and Kansas City have 
geographical advantages and such prestige that their future seems 
beyond question. 

In the inter-mountain region, Salt Lake City is still relatively 
small but will probably maintain her position of leadership as the 
country develops. San Francisco has an undoubted advantage in 
position and has been growing with remarkable rapidity. Seattle 
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at the north will develop with the further growth of the Northwest 
and with the increasing business of the railroads with termini at 
Puget Sound. 

There is nothing in the facts presented in this paper to indicate 
that New York is in the least danger of losing her position as the 
financial leader of the United States. There is ample evidence, 
however, that her growth is less rapid than that of other sections of 
the country and that other cities are now relatively of more impor- 
tance than in the past. More capital is being invested in banking, 
more cash is being held, and more deposits of other banks are being 
collected. These deposits are largely being sent on to centers like 
New York and Chicago, but increasing amounts are being held in 
the West. Though there may still be an autumnal demand for 
New York cash, this demand is now meeting with little response. 


E. M. PATTERSON 
UNIVERSITY OF PENNSYLVANIA — —— 
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For the first time in two decades and for the second time in half 
a century, a Democratic administration, with a majority in both 
branches of Congress, is attempting tariff revision. As in 1894, the 
majority in the Senate is very small, and this narrow margin 
threatens to be broken now, as then, upon the issues of sugar and 
wool. It is because of their fiscal and political importance that 
the struggle centers around these two schedules. 

Though the present situation shows a number of striking 
resemblances to that of 1894, still there are fundamental differences. 
Since that time there have been great changes in agricultural and 
industrial development. The changes in the sugar world, both in 
the consumption and in the sources of supply, have been among the 
most rapid of all. In few countries has this been more marked 
than in the United States. 

In 1894, our total consumption was two million long tons 
(2,240 pounds) of sugar; in 1912, it was three and a half million 
tons, an increase of 75 per cent. In the former year it was 66.6 
pounds per capita; in the latter, 81.3 pounds. Then Cuba, 
the Philippines, and Porto Rico were foreign territory; now they 
are under our flag or protectorate, with enormously increased 
sugar outputs. Then we imported considerable quantities of beet 
sugar from Europe; now we import practically none from this 
source nor from any other that obliges us to pay full duty. Then 
our domestic beet-sugar industry had barely begun and had an 
insignificant output of 20,000 tons; in 1912-13, its output was 
625,000 tons. In striking contrast to this, the Louisiana produc- 
tion of cane sugar has remained stationary and is now less than 
half the domestic beet-sugar output. 

What is the significance of this remarkably rapid development 
of our domestic beet-sugar industry ? What is its relation to our 
changing agricultural and industrial conditions? How would it be 
affected, if it were affected at all, by the proposed changes in the 
tariff? Moreover, are the great mass, or any considerable number 
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of the citizens of the United States really very much concerned one 
way or another? Partisans of the beet-sugar industry and their 
allies, and partisans of free sugar give very different answers, and, 
as is usually the case, it is difficult for a layman to arrive at a satis- 
factory knowledge and conclusion of the matter. Furthermore, 
many important considerations involved regarding the beet-sugar 
industry do not lie upon the surface; they are much more complex 
than would seem at first thought or upon casual consideration. 
It will appear, as we proceed, that legislation has been a controlling 
factor determining the development of the sugar industry of almost 
every country, often rivaling economic factors in importance, a 
fact true of sugar in a peculiar degree. 

In order to appreciate the problems involved, it is desirable 
to take at least a hasty glance at the development and situation 
of the present industry. Believing in the superiority of American 
soil and inventive ingenuity, and with imaginations aroused by the 
remarkable achievements of the European industry, Americans 
have made repeated attempts, beginning at least as early as 1830, 
to establish beet-sugar manufacture in nearly all sections of the 
United States. 

The world’s beet-sugar industry was literally established by 
the famous imperial decree of Napoleon issued during the Contin- 
ental blockade in 1811. The story of the scientific experiments 
and encouraging legislation and the gradual, but steady, promotion 
and development of this industry, reads almost like a romance. By 
the end of the nineteenth century, beet-sugar had surpassed its 
great rival, cane sugar, and its production stood as two to one 
compared with that of cane. The peculiar and characteristic 
factor favoring the scientific experiments which caused such great 
development was the system of tariffs accompanied by a system of 
excises, the latter being laid in such a manner—usually upon the 
weight of the beets, or juice extracted therefrom, or on the esti- 
mated capacity of manufacturing machinery—that every induce- 
ment was offered to escape taxation by improvement of beets, 
processes of manufacture, and efficiency of machinery. This has 
resulted in trebling the sugar content of the formerly unknown 
beet and increasing the yield of refined sugar per acre in even 
greater proportion. 
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It is no wonder there were so many attempts to establish the 
industry in the United States during all these early years. But, 
up to the time of the cane-sugar refiners’ formation of the original 
sugar trust in 1887, only one attempt had been successful enough 
to survive, that at Alvarado, Cal. Oxnard Brothers, with their 
Brooklyn refinery, went into the original trust, but two of them 
soon severed connections, and one of these, Henry T. Oxnard, went 
to Europe to study the beet-sugar industry. He returned in 1888, 
organized a corporation (the predecessor of the present American 
Beet Sugar Co.), appeared before the Ways and Means Committee 
in 1889 seeking protection for the new industry, and in 1890 erected 
a beet-sugar factory at Grand Island, Neb. 

The McKinley bill of 1890 was the first national legislation 
to recognize and encourage the beet-sugar industry by a manu- 
facturers’ bounty of two cents per pound to continue fourteen 
years, and by provisions for free importation of beet seed and sugar 
machinery. The bounty was a device to afford protection and, 
at the same time, to cut the revenue at both ends and thus main- 
tain the high protective tariff policy which was then threatening 
to topple over under the weight of the troublesome surplus. 

In the meanwhile, Claus Spreckels, the “‘ Hawaiian sugar king,” 
erected a beet-sugar factory in California, the Oxnard Co. erected 
one more in Nebraska and one in California (1891), and in the 
same year, T. R. Cutler and other Mormons erected one in Utah. 
Two or three other factories were built about this time and most 
of them survived, though one of the Nebraska factories was moved 
to Colorado in 1905. 

But besides the unavoidable and serious difficulties of establish- 
ing a highly technical industry which was new as regards both its 
promoters and its field of operations, the beet-sugar producers were 
confronted with questions of constitutionality as to both state and 
federal bounties. They soon lost the former in some cases and 
the Wilson bill of 1894 repealed the federal bounty and substituted 
an ad valorem tariff rate of 40 per cent, plus a half-cent per pound 
differential for refiners, thus giving much less protection to the 
domestic industries. 

As a result of the loss of bounties and the financial depression 
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of the period, only one more factory was built before 1897 and it 
“proved an immediate and disastrous failure, owing to ill-conceived 
plans and inexperience.”” The Dingley tariff of 1897 increased the 
duty on refined sugar to $1.95, per hundred pounds, and on 95- 
degree centrifugals to $1.65, and provided for complete counter- 
vailing of all foreign bountied sugar. These rates have been in effect 
ever since, except for concessions to Cuba and our insular posses- 
sions and except the insignificant reduction from $1.95 to $1.90 
on refined by the Payne-Aldrich bill of 1909. 

Six factories had been built prior to 1897. Within about two 
years after the passage of the Dingley bill, twenty-four new fac- 
tories were erected, exactly half (twelve) of which failed. In the 
two years 1900 and 1gor ten more new ones were built. These 
had a similar record. The stimulus of the new tariff and of rising 
prosperity apparently caused too much haste and the disregard of 
sound practical considerations, though such new industries suffer 
peculiar risks in their establishment. 

A 25 per cent concession in duties and other favors were given 
to the Philippines March 8, 1902, and a 20 per cent concession to 
Cuba December 27, 1903, with dire predictions from the domestic 
beet-sugar interests that it meant their destruction. However, 
from 1902 to 1906, inclusive, thirty-seven new factories were erected, 
the smallest number in any one year being fourin 1904. It was near 
the beginning of the latter period that H. O. Havemeyer, for him- 
self, personally, and for the trust, officially, began extensive opera- 
tions in acquiring the stock of existing beet-sugar factories, in the 
erection of others, and in the alleged forestalling and preventing 
of similar activities by independents. 

Since the panic year of 1907, comparatively few factories have 
been erected, though there has been some increased activity 
during the past two or three years. Seventy-three factories 
were in operation during the season just closed, three others 
were idle, and one new one is now in process of construction. 
Plans for other new factories and for the removal of a few old 
ones are being held in abeyance, pending tariff legislation. Of the 
factories erected since 1902, comparatively few have failed, thus 
showing a better adaptation and improvement of the industry. 
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Our seventy-seven existing factories are located in sixteen states 
with four principal centers, namely, Michigan (16), Colorado (17), 
Utah-Idaho (12), and California (13). In 1912-13, Colorado led 
in sugar production, with California, Michigan, Utah, Ohio, 
Nebraska, Idaho, and Wisconsin following in order. California 
produces the beets richest in sugar, though Montana rivals her, 
and Colorado, Utah, and Idaho are comparatively well adapted 
to the industry. Michigan and surrounding states have the advan- 
tage of lower wage rates than the western states and no expense for 
irrigation. 

In 1912, there were about 600,000 acres in the United States 
devoted to beets. The Department of Agriculture has estimated 
that this country has at least 274,000,000 acres of land adapted to 
sugar-beet production. Four million acres at the present yield 
would supply our entire present sugar consumption. To devote to 
sugar production 4,000,000 of the 290,000,000 acres now producing 
cereals and hay would affect our cereal and meat production in an 
insignificant degree, even if yields of the latter were reduced in 
proportion to reduction in area. Investigations, however, have 
shown that beet culture results in increased yields of other crops 
grown in rotation; hence there would be a net gain, rather than a 
loss, on this score. 

The average yield per acre of beets harvested for the past ten 
years has been about 9.7 short tons (2,000 pounds). There has been 
an increase of about a ton per acre during thistime. The sugar con- 
tent of the beet has improved slightly, also, so that we now get 
about 240 to 250 pounds of sugar per short ton of beets, or about 
2,400 to 2,500 pounds per acre harvested, as compared with about 
2,000 to 2,100 pounds ten or twelve years ago. The average price 
paid the farmers for beets in the United States, as reported by the 
Department of Agriculture, has increased from about $4.10 per 
short ton in 1897 to about $5.80 at the present time. 

In Germany the average yield of beets is about a third larger 
than ours and the sugar content about a fourth richer, so that her 
sugar yield per acre is about 50 to 60 per cent greater than ours. 
The price of beets is lower in Germany than in the United States, 
and German factories, on account of this lower price for richer 
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beets, get their raw material very much cheaper than do the Ameri- 
can factories. The difference in the cost of the finished product 
is from half a cent to a cent per pound, averaging approximately 
three-fourths of a cent per pound. The French tonnage is higher 
than the American, but the sugar extraction is lower, so that the 
yield of refined product per acre is about the same as in the United 
States, though the price per ton of beets is lower. 

It is in the cost of raw material alone that the best beet-sugar 
producers of the world, those of Germany, have any important 
advantage over American manufacturers. American factories 
operate upon a larger scale than those of any other country, and 
investigations have shown that the larger the factory the cheaper 
the unit cost of product. 

The relative importance of this cost of raw material to other 
costs of production is made apparent by the United States Census 
data, which show that, in 1909, the total expense of beet-sugar 
manufacture was distributed as follows: salaries 4.7 per cent; 
wages 12.9 per cent; materials 73 per cent; miscellaneous expenses 
9.4 percent. All “materials” represented 73 per cent of the cost; 
“beets” represented about 60 per cent of this, and ‘‘fuel,”’ the next 
largest item, only a tenth as much. 

A careful examination of a large amount of available data, 
unsatisfactory though they be, indicates that the average total cost 
of producing granulated beet sugar at the American factory is 
between $3.00 and $3.50 per hundred pounds. Of this about 
$2.30 is for the sugar in the beets and about $1.00 for the 
manufacture. German manufacturing costs are about the same 
as American, but total costs are lower by differences approximating 
the differences in cost of raw material, that is, equivalent to about 
three-quarters of a cent per pound. 

But it is not European beet sugar that the United States beet 
sugar has most to fear. Since the Spanish-American War, at 
least, whenever either European or American producers think of 
real competition, they think of the cane sugar of the tropics and 
especially of Cuba. Since the granting, in 1903, of the American 
concession of 20 per cent of tariff duties, the sugar output of Cuba 
has increased from 1,000,000 to 2,250,000 long tons and is now 2} 
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times as great as it was at that time. Cuba has become the largest 
exporter in the world, supplying half the United States consump- 
tion, that is, practically all that is not supplied by insular possessions 
and domestic industries. Her output has recently grown to the 
point where she cannot dispose of it all, even in the preferential 
markets of the United States; hence she is forced to forego a large 
part of the concession on most of what she markets. Of course, 
prices of all sellers in United States markets, including domestic 
producers, have been reduced to the same extent for the same 
reason. 

Cuba is very bounteously endowed by nature for sugar produc- 
tion. She grows large crops of rich cane which ratoon year after 
year without replanting. Her soil and climatic conditions are 
superior to those of other countries. As yet only a small part of 
her lands suitable for sugar culture has actually been planted to 
cane. Her modern sugar plantations, including their mills and 
systems of production and marketing, can, at present, under the 
financing and management of Americans and Europeans now 
interested in the island, produce sugar more cheaply than Germany 
or any other important beet-growing country; indeed, the cost 
is even below that of any other large cane-sugar exporting country, 
unless it be Java. 

Furthermore, although the Cuban industry can now produce 
sugar more cheaply than the United States beet-sugar industry, 
by probably the equivalent of about a cent per pound of granu- 
lated, and a quarter of a cent below the best producers of Europe 
(Germany), and although the investment of foreign capital has 
brought about great improvements during the last decade, never- 
theless it seems almost certain that the process of expansion and 
improvement—not alone as regards area but also as regards agri- 
cultural methods, transportation, marketing, and labor supply— 
is just beginning. To be sure, there may be serious economic 
and political obstacles to be overcome, but it cannot be denied 
that, with a fair field and no favor, Cuban sugar has great possi- 
bilities. 

The area of the Philippines is two and a half times that of Cuba, 
but the present sugar production of the islands is relatively small 
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and their possibilities are more problematical. It is not at all 
probable that development in these islands can, or will, be as rapid 
as in Cuba, but facts that are available indicate that the country 
is well adapted to sugar production. There is even the suggestion 
of the possibility, if not the probability, that the output of the 
islands might in time be made to surpass even that of Cuba if 
permanent free entry to the United States market, coupled with 
the exclusion of the product of Cuba and other foreign countries, 
were secured. The experience of Java under the Dutch, of Formosa 
under the Japanese, of Hawaii and Porto Rico under American 
ownership indicates the great possibilites of American exploitation 
of the tropics. For example, Porto Rican output has increased 
thirteenfold in the last thirteen years. Hawaii made nearly 
equally rapid strides and, though for ten years it has been stated 
repeatedly that she has reached her limit, nevertheless, her pro- 
duction continues to increase. 

Can the United States beet-sugar industry make sufficient 
improvements to compete with Cuba, or has it sufficient indirect 
advantages to offset its disadvantages? We are very far behind 
Europe in the matter of seed selection, breeding, and adaptation; 
likewise in the utilization of by-products; even more so in the 
matter of crop rotation. In the matter of improvement of seed, 
we have just begun, and it will take many years to produce varieties 
perfectly adapted to our needs. We have made some improvements 
in both agricultural and manufacturing machinery and now have 
new unperfected inventions that promise much. It seems probable 
that our costs can be reduced considerably. 

The greatest and most immediate improvements could be 
brought about comparatively easily by better systems of crop 
rotation. Careful and comprehensive German investigations have 
shown that the deep stirring of the soil and the careful cultivation 
necessary for growing beets and similar root crops result in greatly 
increased yields of wheat, oats, and nearly all the crops following 
in rotation, this increase usually averaging 20 to 30 per cent and 
being in addition to increases due to Germany’s general intensive 
system of agriculture. We have been so negligent, or so pressed 
with other matters, that we have no comprehensive data upon the 
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subject, but the little we do have indicates that we might secure 
similar results. Beets furnish a crop, not in substitution of, but 
in addition to, all other root crops which our markets will justify 
without the latter’s narrow market limitations. 

Most beets in the West are grown under irrigation where agri- 
culture is comparatively new and still largely in the experimental 
stage. Each beet-sugar factory employs a corps of agricultu- 
ralists who spend most of the growing season visiting the beet 
fields and advising the farmers, not only as to their beet crops, 
but also as to crops grown in rotation and, incidentally, about 
many other of the farmer’s problems. It has been claimed that 
every sugar factory is a sort of local agricultural college and there 
is no doubt that it greatly improves and stimulates the agricultural 
efficiency of nearly every community it enters. 

Beets not only add to the diversity of crops in sections sorely 
in need of such, but also furnish relief to land too long continued 
under small grains and grasses. It is recognized that a crop requir- 
ing frequent stirring of the soil forms an almost indispensable 
part in a rotation series. The high altitudes of the West are 
not adapted to corn for this purpose, nor are the expensive irrigated 
lands usually profitable under the extreme system of extensive 
agriculture common to many parts of the United States. Further- 
more, in these sections where corn is not grown, the sugar by- 
products are the more valuable as substitutes for corn and other 
stock food. 

In the light of the facts mentioned above, as well as of others 
that lack of space forbids mentioning, what will be the effects if 
the pending tariff rates on sugar are enacted into law? As will 
be recalled, the present rate upon refined sugar is $1.90 per hundred 
pounds; that upon g5-degree centrifugals, $1.65, or $1.32 for 
Cuba. The pending bill proposes a reduction of one-fourth the 
duties immediately, and free sugar after May 1, 1916. 

Notwithstanding many statements to the contrary, the balance 
of evidence goes to show that a lowering of the tariff on sugar 
results in an approximately equivalent lowering of prices to con- 
sumers. The effective tariff today is not $1.90, because Cuba’s 
large production (partly favored), in addition to our own untaxed 





BEET SUGAR AND THE TARIFF 549 


supplies, more than equals our consumption and depresses the 
market very much, especially during the height of the milling season. 
However, this high duty on refined does allow the refiners to take 
a part of the difference, though not all of it, because of some present 
competition between them. For these reasons, it is probable, as 
is shown by calculations made elsewhere’, that the present effective 
tariff upon refined sugar is about $1.50 to $1.65 per hundred 
pounds. The beet-sugar factories would have the protection of 
freights, also, varying with location from nothing to, say, $0.75 
per hundred pounds, the more common amounts being $0.20 to 
$0.35. 

From these facts, it appears that the average beet-sugar pro- 
ducer in the United States, would be on about equal terms of com- 
petition in the matter of direct, or absolute, costs if the tariff were 
reduced one-half. Those nearer the margin than the average 
producer, on account of less protective freights, or poorer quality 
of beets, or higher manufacturing costs, or other reasons, could 
stand less of a cut. The reverse would be true of those relatively 
advantageously situated. 

In many cases the cost of beets necessary to produce a hundred 
pounds of sugar is greater than the cost of the Cuban refined pro- 
duct, so that some factories would probably try to get the farmers 
to grow then for less. This would not be possible where competi- 
tion with other crops prevented, though the withdrawal of much 
land from beets and the planting of it to other crops might lessen 
the profitableness of the latter in many cases, particularly if grown 
for local markets. On the other hand, the indirect benefits of 
beet culture would be an important consideration checking with- 
drawal from the industry. 

The growing of beets is prima facie evidence that they are more 
profitable than crops which could be substituted for them and that 
farmers’ land values would suffer by the capitalized amount of 
superior profits thus afforded upon the acreage that would be with- 
drawn. This would not be true to the same extent in communities 
where beet culture is new—and these regions form a large propor- 


*Blakey, The United States Beet-Sugar Industry and The Tariff, Columbia 
University Studies in History, Economics, and Public Law, No. 119, 1912, passim. 
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tion of the total—that is, where the agricultural and manufactur- 
ing problems have only begun to be adjusted. On the other hand, 
these communities have not yet received, or recognized, the impor- 
tance of the indirect advantages, nor do they know the extent of 
probable improvements. 

The selection and adaptation of seed and the making of other 
improvements that have already been mentioned are not the only 
matters requiring time. Farmers are naturally conservative and 
do not readily turn from the crops and methods of a lifetime to 
others radically different. Hence, there is often considerable 
initial difficulty in securing a sufficient acreage in a community 
to justify the erection of a factory large enough to operate economi- 
cally. After the erection of the factory, it takes several years for 
the growers to become thoroughly acquainted with the best methods 
of the new culture in all of its various phases, including its adapta- 
tion to their particular soils, climatic conditions, and crop rotations. 
On account of the expenses and risks thus involved as regards both 
grower and manufacturer, it can be seen that the establishment 
of the industry in any community, and its further growth therein, 
must take considerable time, and that any radical tariff changes 
must check the possible development, particularly in the newer 
fields of the industry. 

If sufficient improvements looking toward reducing cost, or 
sufficient indirect benefits to offset direct disadvantages do not exist, 
or cannot be brought about within reasonable time; in other words, 
if the cost of protection will result in no ultimate net gain, it should 
be removed. In the matter of direct costs, it is not at all probable 
that improvements can be made rapidly enough to meet Cuban 
costs, and from that standpoint it is most probable that United 
States consumers would get cheaper sugar permanently by putting 
it on the free list. The probabilities of rapid expansion of the 
domestic beet industry, so as to meet the needs of our entire con- 
sumption, even if we continue the present protection, are small as 
compared with the probabilities in Cuba if sugar were put and kept 
on the free list. 

On the other hand, if the possible improvements in the domestic 
industry are taken in connection with the indirect benefits, there 
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may be a sufficient net gain thus accruing to the United States 
to justify a reduction sufficiently gradual to permit the necessarily 
gradual development of the more important of these improvements, 
and, more particularly, to permit the indirect benefits to be estab- 
lished and recognized. A large part of any industry of such 
character and of such recent and rapid growth as the domestic 
beet-sugar industry, is necessarily new, and it is in the newer 
sections of its development, and in those where it has not yet been, 
but probably could be, established successfully, and not in the few 
older districts, that temporary protection is most justifiable, if 
at all. But any system of tariff protection must protect all; 
bounties for a limited number of years might be sound, economi- 
cally, but the question is: Are they expedient politically ? 

The fundamental difficulty of United States sugar-producers 
as compared with those of other countries is in the agricultural 
labor cost. This is due to the extremely large proportion of 
unskilled hand labor required in beet culture. In extensive agri- 
culture upon comparatively cheap land, such as cereal production, 
where most of the labor is performed with machinery and horses; 
also in our manufacturing industries where most of the processes 
are carried on with superior machinery, the labor cost per unit 
of product is comparatively small, even though higher wages are 
paid than in other countries. In such industries American capital, 
invention, and management need ask no odds of any competing 
country. But the case is radically different with beet culture 
where half to three-fourths of the work is done by hand and, hence, 
where high wages have much more effect in raising the unit cost. 

In Europe, labor is relatively abundant and cheap, and land 
is relatively scarce and high; in the United States, the reverse is 
true. This is the fundamental reason for Germany’s advantage 
in beet-sugar production. Cuba’s labor may not be so much 
cheaper, especially when effectiveness is considered, but her soil and 
climatic conditions put her upon even better terms for competing 
in open markets. 

Probably the United States, or at least many parts of it, will be 
better adapted to beet-sugar production as intensive agriculture 
displaces extensive, as the necessity for cultivating the soil, rather 
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than exploiting it, is forced upon us. Possibly the present experi- 
ment, as regards some sections, has been taken before its proper 
time. If so, they should not be subsidized indefinitely by hot-house 
protection. The chief question is not whether reductions should be 
made, but how rapidly they should be made. To determine this 
with any degree of accuracy would require a really expert non- 
partisan tariff commission co-operating with agricultural experts 
and the sugar-producers in the making of comprehensive investiga- 
tions extending over a series of years to ascertain the facts in the 
case. Even then, only an approximation could be reached, but an 
approximation worth while. 

The facts that are available indicate that the proposed reduc- 
tion may be rather rapid, taking all things into consideration. The 
United States now has a sugar industry, established at great 
expense, which, though new as to most of its area, is sufficiently 
extensive to form the basis for comprehensive experiments and 
investigations. Press of other matters, lack of funds and facilities, 
and inertia, on the part of both producers and the United States 
Department of Agriculture, have thus far prevented the making 
of such investigations. True, we have made many experiments 
and great progress, but much more is possible and should be 
undertaken at once before we threaten by too rapid tariff reduc- 
tions to condemn too much of the costly experimenting apparatus 
to the junk heap. 

The thoughtful student cannot well help considering whether 
or not it is a step backward to endanger such an industry unduly, 
or even to check its progress unduly, in view of our gradual transi- 
tion from extensive agriculture. Our urban population is growing 
apace, our industrial system is expanding, our exports of wheat 
and such agricultural products are destined to discontinue and 
exports of manufactures to increase. 

The pending sugar schedule, if adopted, and continued as a 
permanent policy, will probably injure Louisiana and Hawaii 
producers more rapidly and severely than domestic beet-sugar 
producers. Hawaii, a one-crop and one-industry territory, already 
artificially stimulated to the limit, would be fortunate if it escaped 
bankruptcy. Free sugar would probably mean wholesale con- 
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fiscation there. Porto Rico would suffer much less on the whole, 
though it would not develop into a second Hawaii as it might under 
the present rates. For the Philippines, the change would have 
its greatest effect upon future developments, rather than upon 
vested interests. Even immediate free sugar could not reduce 
the high cost of living by more than about $1.30 per capita each 
year. Of course, this much is not to be despised, nor much to 
boast of. 

One point further should be considered. The rates now pro- 
posed probably would not force a large proportion of the domestic 
beet-sugar factories out of business if Cuban and other foreign 
production remained stationary, or even if they do increase, if 
sufficient improvements and indirect advantages could be estab- 
lished and generally recognized. But, if it is assured that Cuban 
and all other tropical sugar can have permanent free entry to the 
United States markets within three years, the probabilities are 
that American and European capital in tropical territories will ex- 
ploit their great resources so rapidly, that most, if not all, of both 
domestic industries, cane and beet, will be abandoned within a few 
years. This movement would not be all at once, it would even be 
delayed by considerations of possible reversal of political power and 
policy. If not very gradual, it would tend to cause stagnation and 
depression in all the districts of the United States most affected, 
not directly affecting the farmers most, necessarily, but the entire 
business of the country towns, somewhat as reversion from cul- 
tivated crops to sheep-growing has done elsewhere. Of course, 
these pangs of transition would scarcely be felt directly in the 
East. 

But to state these probable results is not to argue that it is 
economically sound to continue the present duties. The various 
interests have already had considerable warning of possible changes. 
Three more years of dutiable sugar, as is proposed in the pending 
bill, would allow much more time for adjustment. The proposed 
reduction is a move in the proper direction and it may not cause 
over-severe pangs of transition. It seems probable that it will, 
however, and it would appear that twice as long a period of transi- 
tion would be better for all interests concerned, including the great 
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masses of non-sugar producers, and even considering the fortunes 
of the Democratic party. 

The promises and sincere attempts of the latter to reduce the 
tariff and the high cost of living are praiseworthy and in the right 
direction, but the masses of the people have been led, as is usually 
the case, to expect more from such legislation than is possible. 
Reduction in the tariff can lower high prices, but by a ridiculously 
small amount as compared with the extent of the rise in prices 
since 1897. Factors other than the tariff are more fundamental 
in this connection. The present administration may well pray 
that unfavorable seasons and scant crops may not accompany its 
legislative enactments and that the apprehensions and uncertainties 
attending tariff transition may not topple over an insecure financial 
and industrial structure. Conditions have changed considerably 
in the two decades since the Democrats last revised the tariff; 


human psychology is still much the same. 
Roy G. BLAKEY 
CORNELL UNIVERSITY 





NOTES 


WASHINGTON NOTES 


PROGRESS OF THE TARIFF BILL 


By a large party majority of 281 to 139, the House of Representatives 
on Thursday, May 8, passed the Underwood tariff bill which has been 
under consideration in that body for about two weeks. The final vote 
was larger even than had been expected. Hardly any opposition to 
the bill was allowed to develop within the ranks of the majority; only 
five Democratic members voted in opposition to the dictates of the leader. 
The bill has now been sent to the Senate Finance Committee from 
which it will probably be reported as soon as an agreement can be arrived 
at with reference to the changes that must be made in order to control 
a majority on the floor. Just what these changes must be is now the 
question which is absorbing most attention in all quarters. 

The principal opposition, as has been developed during the discus- 
sion in the lower chamber, seems to be found among textile manu- 
facturers, dealers in metals and their products, and makers of chemicals. 
It had been expected that very great antagonism would be shown by 
the farming class, because of the changes made in the agricultural 
paragraphs. Apparently these rates have not been sufficiently cut to 
cause decided and general opposition, so that it may fairly be said that 
the only agricultural interests deeply concerned in the matter are those 
engaged in the production of raw wool and sugar. The sugar interest 
is quite as largely manufacturing as it is agricultural in nature. Thus 
the raw-wool growers remain very nearly the only group of farmers 
who have taken a strong stand against the changes in duty, although 
allied with them will undoubtedly be the sugar-planters of Louisiana 
and Hawaii and the beet-producers who have developed that industry 
in about half a dozen important states. In the Senate the sugar and 
wool interests are likely to combine with the textile interests, particularly 
the cotton manufacturers and the producers of woolens. The silk- 
makers are few in number, relatively speaking, and have been left with 
a tolerably high duty so that they are not likely to take a very active 
part. The other interests antagonized by the tariff, such as iron and 
steel manufacturers, chemical-makers, and allied trades, will be less 
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active than the men at the core of the organized opposition. President 
Wilson’s task will, therefore, be that of breaking up the group which 
acts under the dictation of the producers just enumerated. It is not 
certain how many votes these men can control, but at the present writing 
it would seem that, if they are able to hold strongly together, they might 
shift a half-dozen votes and thereby turn a Democratic majority into 
a minority, so narrow is the margin upon which the control of the 
Senate now depends. In such an event, however, the question would 
arise whether President Wilson could not get an equal number of votes 
from the Progressive Republicans, thereby neutralizing the votes of 
those members of his own party which he had lost. It is probable that 
some votes can be gained in this way, but in order to get the number 
he needs he would have to make concessions to the high-tariff propensities 
of these Progressives, whose radicalism is not very much in evidence 
when the tariff is at stake. Just what these concessions would have 
to be is still doubtful, but they probably would include the placing of 
a moderate duty on wool and the raising of rates on woolens to corre- 
spond, as well as the revision of the cotton schedule so as to give more 
protection to the finer qualities of goods. Perhaps the beet-sugar men 
might be able to force the retention of a certain amount of duty on sugar 
after the end of the three years allowed by the present draft of the bill 
to elapse prior to the time when sugar is made free. 

For purposes of permanent record it is worth while to note the 
exact changes which were made while this tariff bill was in the course 
of passage through the House of Representatives. The measure was 
originally introduced as H.R. 10 at the opening of the extra session on 
April 7. It then was taken almost immediately into a party caucus 
for the purpose of securing the assent of the members of the Democratic 
party to the proposed rates. The caucus made many alterations of 
which no official record exists and which can be ascertained only by 
comparing the text of the two bills. Such a comparison between the 
bill H.R. ro originally offered and the bill H.R. 3321 finally passed shows 
interesting modifications. (See table, p. 557.) 

Of the changes thus tabulated all were made in caucus with the 
exception of those relating to jacquard figured goods, sweetened choco- 
late, and asphalt. It must not be supposed, however, that this repre- 
sents the relative importance of the work done in caucus and on the 
floor. The work on the floor, while not altering many actual rates, 
greatly changed the language of the paragraphs in a considerable number 
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of cases. In all nearly 90 paragraphs were thus changed, although in 
some of them the alterations were unimportant. 








H.R. 10 





Paragraph Rate 


Number | 





Phosphoric acid, per tb I 
Blood albumen, per lb 4 
Calcium carbide 15 
39 
Licorice, unground 42 
Magnesite, not purified, per ton 45 
Other fish oil, per gallon 47 
Castor oil, per gallon 48 
Salts of metals 68 
73 
Limestone rock asphalt 80 
Manufacturing pumice, per Ib 79 
Rough block onyx, per cubic ft 101 
Shoe machinery 169 
Buckwheat, per bushel 197 
Rye, per bushel 201 
Castor beans or seeds, per bushel... . 221 20¢ 

Sweetened chocolate 240 8% 
Mineral waters (} pint), per doz. 

] 258 15c 10c 

267 35% 30% 
270 25% 30% 
Linoleum, plain 289 15% 20% 
Jute fabrics (single yarns) 292 25% 288 20% 
Woven fabrics and shirting cloth .... 296 = |30-50% 292 35% 
Decalcomanias 337 30% 333 20% 
Cut precious stones 372 15% 368 20% 
Umbrellas 398 30% 394 35% 

















Turning to the non-tariff sections of the bill—those relating to the 
income tax and the customs administrative system—it is found that 
very few actual modifications were made. Perhaps the most important 
in connection with the income tax is found in the change of language 
defining net income and excluding from classification as net income 
returns made to insured persons upon the expiration of endowment of 
annuity contracts. A further change of some interest relates to the 
method of paying the tax at the source, a part of the provision on that 
topic being made to read as follows: 

In all cases where the income tax of a person is withheld and deducted and 
paid or to be paid at the source as aforesaid, such persons shall not receive the 
benefit of the exemption of $4,000 allowed herein, except by an application for 
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refund of the tax, unless he shall, not less than thirty days prior to the day on 
which the return of his income is due, file with the person who is required to 
withhold and pay tax for him, an affidavit claiming the benefit of such exemp- 
tion. 


Another change in the insurance provision has been made by directing 
that mutual fire insurance companies requiring their members to make 
premium deposits to provide for losses and expenses, shall not return as 
income any portion of the premium deposits returned to their policy- 
holders, but shall return as taxable income all income received by them 
from all other sources plus such portions of the premium deposits as 
are retained by the companies for purposes other than the payment of 
losses and expenses and reinsurance reserves. The important feature 
here is the addition of the words “and reinsurance reserves.” These 
words have likewise been added at subsequent points in the section 
wherever needful to exempt the reinsurance reserves from inclusion as 
taxable income. Other changes were of a purely formal nature for the 
most part. The customs administrative provisions, although subjected 
to very great criticism in many quarters on the ground that they were 
unduly severe in their effect upon importers, have thus been practically 
sustained. So unfavorably are they regarded by foreigners, however, 
that the representative of the French government has very recently 
informed the authorities at Washington that in the event the law is 
passed in the condition it has now assumed, the conditions thereby 
produced will lead to retaliation by that government, probably in the 
form of applying the maximum tariff rates described in the French law. 
Should such a plan be followed, the effect would undoubtedly be to 
inflict considerable hardship upon the producers who are engaged in 
business with that country. 
A NOTEWORTHY TARIFF DOCUMENT 

In connection with the new tariff bill it is worth while to note the 
issuance of one of the most thorough tariff documents ever published 
by the government. This is House Report No. 5 (63d Congress, 1st 
session, to accompany H.R. 3321, published April 21, 1913). The 
report first makes a general survey of the tariff situation, and then 
offers one of the most elaborate and detailed comparisons of rates and of 
imports ever prepared. The text of the report, in explaining the reasons 
for, and methods of, revision, gives the most clear-cut idea which has 
yet been furnished of the purposes in the minds of those who framed the 
act. On this point the committee says (referring to the platform pledges 
already given): 
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We believe that this pledge contains two essential ideas, both of which 
have been applied in the formulation of H.R. 3321 as follows: 

1. The establishment of duties designed primarily to produce revenue for 
the government and without thought of protection. 

2. The attainment of this end by legislation that will not injure or destroy 
legitimate industry. 

It is a fact that in many lines of business the system of protection has been 
carried to such a point as to put business into an artificial condition and to 
induce the upbuilding of many establishments not needed and so uneco- 
nomically conducted as to preclude them from doing business except by virtue 
of special favor granted them through government action. If these establish- 
ments stood alone today, there would be no reason why the special privileges 
accorded to them should not be instantly wiped out. If as a result of the 
elimination of excessive protection, ill-equipped and badly organized factories 
should find it necessary to discontinue operations, the country would be the 
richer on that account, since its capital would be diverted into productive 
channels, and it would be enabled to devote itself exclusively to healthy 
enterprises yielding a reasonable return. 

The business enterprises which have been artificially created at an unwar- 
ranted expense do not stand alone, but have staffs of employees who are 
immediately concerned in their maintenance and to whom the necessity of 
shifting their operations would be a hardship. There are complex commercial 
relationships partially developed under, or dependent upon, the existing tariff 
which it would be unfair and unwise suddenly to disturb. This does not mean 
tnat there should never be a beginning in the task of eliminating these evils. 
On the contrary, it shows the necessity of beginning the task promptly. It, 
however, emphasizes the necessity of carrying through the transition to a state 
where business enterprises will be obliged to rest upon their own bases without 
government support, in such a way as to avoid unnecessary jars to trade and 
to give every opportunity for reasonable adjustment, so that the shift may be 
made without unnecessary displacements of labor and capital. The committee 
has had these facts in mind in the preparation of H.R. 3321 and the attempt 
has been made— 

1. To eliminate protection of profits and to cut off the duties which 
enable industrial managers to exact a bonus for which no equivalent is rendered. 

2. To introduce in every line of industry a competitive tariff basis providing 
for a substantial amount of importation, to the end that no concern shall be 
able to feel that it has a monopoly of the home market gained other than 
through the fact that it is able to furnish better goods at lower prices than 
others. 

It is felt that tariff schedules aiming at these two conditions can damage 
no legitimate industry and are the least that can be asked by those who desire 
the consumer to be safeguarded in some measure against exploitation by 
monopolies that now practically dictate prices in the domestic field. 
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RENEWED PETITION TO ADVANCE FREIGHT RATES 


Long-expected action has been taken by the railroads running 
through “official classification territory’? (which is that district lying 
east of Chicago and north of the Ohio and Potomac rivers), in filing 
with the Interstate Commerce Commission schedules providing for an 
increase of 5 per cent in freight rates. This is a resumption of the effort 
made in 1910, shortly after the opening of the Taft administration, to 
secure an advance in rates. Since the 1910 attempt, which resulted 
in complete defeat through the reorganization of the Interstate Com- 
merce Commission on a somewhat radical basis, the railroads have been 
in an increasingly difficult situation owing to their growing costs of 
operation. These growing costs have included a rise of about 50 per 
cent in the cost of capital and probably an increase of two-thirds of that 
amount in their cost of supplies and construction material. Wages have 
been advanced on several occasions, the last two being those which grew 
out of the demands made by the engineers in the summer of 1912 and 
the firemen in the spring of 1913. In both these cases arbitration 
resulted in the assignment of materially higher wages. Despite the 
fact that these increases in costs have been general, and despite the fact 
that freight traffic has been very heavy, there has been no increase in 
freight rates, the commission turning a deaf ear to practically every 
demand for an advance that was presented to it. Altogether the net 
revenue situation of some important roads has been decidedly unsatis- 
factory. Recent decreases in dividends have been the outcome of the 
difficult revenue position, and have of course added to the problems of 
getting new capital for use in railroad construction. 

The present demand for a 5 per cent increase is more moderate than 
former requests. It is estimated that on the freight passing between 
New York and Chicago it would amount to an advance of between $35,- 
000,000 and $40,000,000 in gross revenue. Of this total it is supposed 
that about 50 per cent would accrue to the three main systems, the Penn- _ 
sylvania, the New York Central, and the Baltimore & Ohio. The total . 
number of miles of line operated by the fifty eastern roads uniting in 
the present request is 47,205 and their operating revenues are $1,095,- 
604,377, while their operating expenses are $768,056,843. This leaves 
a net operating revenue for all roads of $327,547,534. _When deductions 
from income for interest on funded debt and all other deductions are 
made, a net corporated income of $168,356,193 is left. During the past 
fiscal year (ending June 20,1912) there were declared, out of income, 
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dividends on preferred and common stock amounting in the aggregate 
to $100,136,627. After allowing for betterments, etc., a net surplus for 
the year of $43,861,557 existed, but thirteen of the roads reported a 
deficit instead of a surplus. It is thus seen on how narrow a margin the 
lines have been working of late. 

The petition referred to, asking for the higher rates, was filed on 
Wednesday, May 15. It calls attention to the fact that in rendering 
an opinion in the advanced rate cases, in 1910, the Interstate Commerce 
Commission, after reviewing the outlook, indicated its willingness to 
reconsider its conclusions against higher rates in the light of future 
developments in the operations of the carriers. The petition says: 
“Your petitioners believe that the time has now arrived when the 
results of the operations of the carriers subsequent to the former con- 
sideration of this case should be laid before the commission.” It is 
believed that the effect of the petition will be to afford a definite test of 
the attitude of the Wilson administration on the rate question, by show- 
ing whether it is disposed to enable the carriers to meet the existing 
revenue problems or not. In order to get a very definite test of the 
kind referred to, it has been deemed wise to keep the rate advance 
asked for down to an exceedingly moderate basis. Five per cent is 
probably about as little in the way of an advance as could be requested, 
and yet have the increase amount to anything in its effect upon revenues. 
It will be some time before any positive indication of the disposition 
of the commission or of the administration on this matter can be obtained. 
Meanwhile it is expected that the roads will do all they can with a view 
to convincing the public of their necessity for relief. 
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The Old Colonial System 1660-1754. Part I, “The Establishment 
of the System, 1660-1688.’’ By Greorce Louis BEER. New 
York: Macmillan, 1912. 2 vols., 8vo, pp. xvi+381; vii+382. 
$4.00 net. 

In his Origins of the British Colonial System 1578-1660 Dr. Beer 
promised a detailed study of the system during the century following the 
period of which he was then writing and preceding the period treated in 
his previous work on British Colonial Policy 1754-1765. This promise is 
now in part fulfilled by the issue of the two volumes making up Part I 
of the new work. These bear the subtitle “The Establishment of the 
System” and cover the period 1660 to 1688. 

The scope and content of the study are well indicated by the author’s 
definition of the colonial system which he regards as “synonymous with 
that complex system of regulations whose fundamental aim was to create 
a self-sufficient commercial empire of mutually complementary economic 
parts. An understanding of this system must rest primarily upon an 
analysis of the economic theories then current, mainly in so far as they 
found expression in the Acts of Trade and Navigation. But these laws 
by no means constituted the whole system. The scheme of imperial 
defense was a closely correlated part, and the English fiscal arrangements 
as well as the method of regulating the slave trade were integrally 
connected with it” (p. vii). This also involves, we are told, a study of 
the machinery employed and its efficacy, besides an investigation of the 
consequences of the policy to the political and economic development 
of the colonies. 

The period of the Restoration, says Dr. Beer, marks the beginning of 
an era of expansion when the forces working for national growth, sea 
power, commerce, and colonies, checked since the time of Elizabeth, 
were once more set free. By this time, however, the attitude as to 
population had changed, emigration was no longer favored, and the 
colonies were looked upon, not as an outlet for surplus population, but 
simply as feeders for English commerce. Thus there was an added 
reason for favoring tropical colonies, since, besides producing things not 
grown in England, they required only a relatively small amount of white 
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labor, used simply to supervise the slaves. The New England colonies, 
on the other hand, were of no advantage in a system with such aims, and 
they were kept only to prevent them falling into the hands of others. 

The “economic framework”’ of the old colonial system is to be found 
in the Navigation Act of 1660, the Staple Act of 1663, and the Plantation 
Duty Act of 1673. Except for the enumeration clause these were very 
largely based on precedent. The system, moreover, was similar to that 
of other countries and the principles on which it was based were supported 
with ‘“‘substantial unanimity” by the economists of the day. If repug- 
nant to modern economic, political, and ethical ideas, says Dr. Beer, 
departing for the moment, and with inadequate discussion, from his 
purely historical attitude, it must be remembered that “these modern 
ideas are largely the result of changed conditions and were totally 
inapplicable in the seventeenth century, when they would have seemed, 
and correctly so, merely the vagaries of an unpractical utopian out of 
touch with the forces that were making history” (p. 107). To show 
further that the system was by no means one-sided, there is carefully 
pointed out the gain to the colonies through protection against the 
Barbary pirates and others and through the prohibition of tobacco- 
growing and the various devices for preferential treatment of colonial 
products in England. 

A detailed consideration of the revenues derived from the various 
colonies leads to the conclusion that “prior to 1689 the English Treasury 
derived virtually no direct income from the colonies, and that the revenue 
which accrued to the Crown in its various capacities was practically in its 
entirety devoted to colonial purposes”’ (p. 202). Moreover, the policy of 
the English government to make each colony bear its own local expenses 
had worked out by 1688 so that, aside from the costs of imperial defense, 
the colonies were but a slight burden on the mother country. 

This commercial legislation assumed increased political significance 
when it was found that its efficient administration necessitated the 
appointment by the Crown of a considerable group of officials resident in 
the colonies, and that it thus led to the intrusion of royal officials in 
colonial affairs. Three different departments of the home government 
became thus involved. The Privy Council and its committees having 
general supervision of colonial affairs found a responsible representative 
necessary. Inability to secure conviction by jury trial forced the 
Admiralty to establish its own courts in the colonies. Finally, the 
Treasury learned that it must also have its officials on the ground to 
safeguard the revenue, especially in connection with the enumerated 
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commodities and the Plantation Duties Act of 1673. The abolition of the 
system of farming the revenue and the transfer of many colonies to the 
Crown further increased this body of officials. The triple system of 
administration thus evolved was a constant source of disputes, especially 
in the crown colonies, where, however, the wrangles were largely personal 
in character as contrasted with those in the proprietary colonies which 
were due more to a feeling that the colonies’ rights were being invaded by 
this outside body of officials. 

The dependence of the valuable tropical colonies on slave labor made 
the control and regulation of the slave trade appear as an essential part 
of the colonial system. Consequently the Restoration period is marked 
by a determined effort to secure a considerable portion of this trade. 
This, however, led to constant disputes between the planters and the 
Royal African Company over the supply and price of slaves. 

Having thus described the commercial legislation, its administration, 
and its fiscal aspects, the author turns in Vol. II to a description of the 
conditions in the various colonies in the West Indies and on the Con- 
tinent, an account of the colonists’ attitude toward the laws, and a 
statement of the results which followed from them. 

At this period the richest and most important colony in America from 
the imperial point of view was Barbados. By 1660 its resources were well 
developed, though the rest of the Leeward Islands were still in a very 
primitive state. As a result they complained against the laws of trade 
much less than Barbados, since they grew up under the system and only 
after the fall in the price of sugar had already taken place. Much the 
same was true of Jamaica, in the development of which the Restoration 
government took great interest. In all of these islands the Navigation 
Laws were reasonably well enforced. The Bermudas were fairly 
prosperous, though not without grievances, while the Bahamas were little 
more than a haunt for pirates. 

In Virginia the advantages and disadvantages of the system were so 
evenly balanced as to prevent serious objection. The chief trouble was 
caused by inability to limit the tobacco crop, insufficient protection 
against the Indians, and an inequitable system of taxation. Finally all 
attempts to divert the colony from tobacco were abandoned owing to the 
large revenue derived from that crop. In Maryland conditions were 
essentially the same, and in both colonies the laws were well observed. 
At this period the Carolinas were of little economic importance, though 
the process of settlement there was typical of the ideals underlying the 
colonial policy. 
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In Newfoundland under the influence of the Western Adventurers, 
settlement was discouraged until 1675, when that policy was reversed, 
on its being shown that settlers were really of advantage to the English 
fishermen, and that the development of fisheries as a source of commercial 
and naval strength, always the real objective of the government, would 
be furthered thereby. Nevertheless, this was a period when France was 
gaining in the fisheries more rapidly than England. 

At the time of the Restoration but little was expected of the northern 
colonies on the mainland. New England always failed to fit into the 
imperialistic scheme and hence “its political connection with England 
was always a disturbing factor interfering with the plans of the English 
government,” a situation which finally, under favorable conditions, led 
to the disruption of the old commercial empire (p. 235), and may be 
likened, it is suggested, to the relation between Rome and her colony of 
Gaul. Massachusetts persisted in violating the Navigation Laws and 
practically denied the authority of Parliament. This opposition was 
not based primarily on economic grounds, for the Navigation Laws only 
slightly checked Massachusetts in her industrial activity, but was 
founded rather on the political consequences involved in recognizing the 
authority of those laws. For this same reason England could not longer 
avoid the issue, and the abrogation of the charter became inevitable if 
the empire was to continue. Much the same explanation applies to the 
trend of events in the other northern colonies and the movement which 
finally led to the establishment of the Dominion of New England. 

The general theory as to the interpretation and effect of the British 
colonial system here outlined will at once be recognized as that presented 
in the author’s earlier works. Its value and suggestiveness have already 
been widely recognized. The important contribution of these two 
volumes is to be found in the full and elaborate support of that theory 
given by their detailed study of the British policy and its effect upon 
colonial politics and commerce as they worked out during the period of 
the Restoration. That this has been carried out with great thoroughness 
and the best scholarship is sufficiently guaranteed by the author’s name. 

But the feature of this particular study which stands out in the mind 
of the reviewer as of especial significance is the light thrown upon 
American colonial history by placing alongside it a study of the British 
commercial policy and its effects as seen in the other American colonies 
of Great Britain, particularly the West Indies. In a notice of the 
author’s preceding volume the reviewer expressed the wish that this 
field of industrial history might receive more attention, and it is with no 
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slight satisfaction that he finds his hopes so completely realized in the 
results here obtained by Dr. Beer. (Professor Mims’s recent volume is 
suggestive in a similar way, though the connection of the French West 
Indies is of course less direct.) Certainly no one can read these volumes 
without a feeling that the history of the American colonies on the main- 
land has too long been written as if they were an isolated group. It is 
time to realize the far-reaching importance of West Indian history for 
securing a broad understanding and interpretation of the political as 
well as the economic life of the continental colonies, to say nothing of the 
relation of the whole group to the British empire. We can ask no better 
than that the remainder of the colonial period be covered as successfully 


as that of the Restoration. 
CHESTER W. WRIGHT 
UNIVERSITY OF CHICAGO 


Panama Canal Traffic and Tolls. By Emory R. JoHNsoN. Wash- 
ington: Government Printing Office, 1912. 4to, pp. vi+4g90. 
This report by Professor Johnson is made pursuant to a request by 
the secretary of war “to bring up to as late a date as practicable the data 
contained in the Report of the Isthmian Canal Commission for 1899-1901, 
and also to formulate rules and regulations governing the measurement 
of ships going through the canal, and to make an investigation and 
recommendation regarding the tolls to be charged.”” The report on the 
measurement of vessels is deferred to a second volume, which is in course 
of preparation. 

Included in this report is much useful data which do not bear directly 
upon the Panama Canal but should be mentioned before the report 
proper is taken up. Four chapters (54 pages) are devoted to the Suez, 
Kaiser Wilhelm, Manchester, and Amsterdam canals respectively. 
There are eight appendices, covering in all 258 pages. Of these, Appen- 
dix I (164 pages) is a reprint of Professor Johnson’s “Report on the 
Industrial and Commercial Value of the Isthmian Canal” from Report of 
the Isthmian Canal Commission, 1899-1901; the others contain abstracts 
of laws relating to tolls and charges on the leading ship canals of the 
world, and the much-discussed Panama Canal act of August 24, 1912. 

Discussion of the Panama Canal has centered mainly around the 
following questions: 

1. What is the amount of traffic available for the canal ? 

2. What tolls should be charged ? 

3. Should American coastwise traffic be exempt from tolls ? 

What light does this report shed upon these main questions ? 
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1. After a study of the increase in general traffic between 1899 and 
1912, with a forecast for 1914-15, Professor Johnson concludes that 
about 10,500,000 tons of traffic annually will be available upon the 
opening of the canal, though it is not probable that the entire tonnage 
would be transferred to the canal route within a period of two years. 
Between 1915 and 1925 the author anticipates an increase of traffic of 
more than 60 per cent, reaching a total of 17,000,000 tons, net register. 
This estimate of traffic is based upon the assumption that the rate of 
tolls recommended in this report will be adopted. 

2. In discussing the principles that should govern the fixing of tolls, 
Professor Johnson states that “the commercial usefulness of the water- 
way should be given first consideration. Tolls may wisely be imposed to 
secure revenue, but the transit dues must not prevent the canal from 
fulfilling its primary function The canal should be commercially 
self-supporting, provided revenue large enough to enable the canal to 
carry itself can be secured without unwisely restricting traffic” (p. 193) 
This principle appears to be open to criticism. In the absence of 
military advantage, there would seem to be no good reason why the canal 
should not, at least in the long run, pay for itself. The author states that 
the purpose of the canal is to shorten the commercial routes of the 
world; but unless it can shorten them enough to permit those using the 
canal to pay for it eventually, the undertaking will not have proved 
economically feasible. In ascertaining a practicable rate, however, 
Professor Johnson evidently does not have to base it on the principle 
that the canal will not in the long run be self-supporting. He estimates 
the annual expense at $19,250,000, including an amortization fund of 1 
per cent. This expense can be met with a toll of $1.20 per net ton, and 
“without unwisely restricting traffic’! This rate is based upon a study 
of the relative distances between the leading commercial ports of the 
world via the Panama Canal and by alternative routes, and the saving 
in time which would be effected. In this connection, the author very 
properly takes account of the convenience and cheapness of the fuel 
supply available on the various routes; he also considers the effect of 
intermediate trading-points on the choice of routes. The rate of $1.20 
per net ton is believed to be low enough to secure virtually a maximum 
tonnage. Here is obviously, for the least available traffic, the adoption 
of the principle of what the traffic will bear, though the remaining tonnage 
would, of course, not be charged all that the traffic would bear. 

3. Professor Johnson makes no attempt to settle the interpretation 
of that clause in the Hay-Pauncefote Treaty which provides that the 
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canal shall be free and open to the vessels of all nations without dis- 
crimination; but he sums up the arguments for the exemption of our ships 
pro and con, and concludes that “our coastwise shipping does not need 
further aid, and to exempt our marine in the foreign trade from canal 
tolls would be to grant a subsidy that would reduce the government 
revenues without effectively aiding our merchant marine.” In reaching 
this conclusion Professor Johnson appears to answer satisfactorily the 
contentions of those who believe (1) that the American merchant marine 
in the coastwise trade will be imperiled if our ships be not exempt, and 
(2) that the transcontinental rail rates will be higher to the extent of the 
tolls and hence the main purpose of the canal in lowering transconti- 
nental rates will be defeated. As to the first contention the author argues 
that our merchant marine has a monopoly of the coastwise trade and that 
the large coastal steamship lines now fix rates as high as the traffic will 
bear, transcontinental rail rates being the basis of their charges. It 
appears then that they need no subsidy, but should rather be subjected 
to the control of the federal government as a guaranty of reasonable 
charges. At any rate, it seems certain that a remission of tolls to them 
would not result in lowering their rates to shippers. 

As to the competition of the canal route with transcontinental rail- 
ways, Professor Johnson does not believe that a rate of $1.20 per ton 
would permit the railroads to retain the traffic between coasts without a 
ruinous reduction of rates. At present the maximum rates which the 
steamship lines charge are determined by the transcontinental rail rates 
rather than the reverse. When the canal is opened even with tolls the 
boat lines will have gained an advantage by the shorter route and will be 
able to cut under the rail rates. The railroads will therefore give up the 
coast to coast traffic. It is argued that a reduction of their rates on 
traffic from coast to coast would necessitate, under the terms of the 
long-and-short-haul clause, a reduction on other traffic, as, for example, 
to the intermountain district; and that rather than take a chance of 
reduced revenue, if not actual loss, on both coastal and internal traffic, 
the railways will prefer to give up the former and attempt to specialize 
on the latter at paying rates. The argument is worked out with care, 
and the conclusion seems entirely warranted. 

The extent of-railway control of boat lines at present, and the possi- 
bilities of working agreements between railway and steamship lines, are 
not discussed in the report, and the question whether railway-owned 
vessels should be permitted to use the canal is merely mentioned. It is 
perhaps to be regretted that these and some other minor points were not 
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developed; but on the whole the report is a very valuable and very 
timely piece of work. The law of August 24, 1912, exempting American 
coastwise vessels from tolls, was passed before the evidence in this volume 
was generally available. Congress should study the report with care, 


if the repeal of that law comes up for consideration. 
H. G. Mouton 


UNIVERSITY OF CHICAGO 

Report of the Commissioner of Corporations on Transportation by 
Water in the United States. Part IV: ‘Control of Water 
Carriers by Railroads and by Shipping Consolidations.”’ 
Washington: Government Printing Office, 1913. 8vo, pp. 
xvii+101. 

This report taken in conjunction with the three preceding volumes on 
(I) “General Conditions of Transportation by Water”; (II) ‘“ Water- 
borne Traffic’; and (III) “Water Terminals,” presents a sufficiently 
adequate account of the existing status of water transportation in the 
United States. The present volume contains nothing startlingly new; 
it is rather an elaboration of material presented in Vol. I. 

In brief, the report shows that very little of the traffic on our water- 
ways today is carried by independent competitive boat lines. The 
control of water traffic is largely in the hands of railway companies, of 
industrial concerns, or of shipping monopolies. On the Atlantic and 
Gulf coasts there are almost no independent boat lines. The Atlantic, 
Gulf, & West Indies Steamship Lines and the Eastern Steamship Cor- 
poration, two huge consolidations, are the only rivals of the railway- 
owned (or controlled) boat lines. On the Great Lakes all the important 
through-passenger and package-freight lines are owned by railroads; 
while a large part of the bulk freight, other than grain, is carried by boat 
lines belonging to industrial concerns. On the Mississippi River system 
the chief traffic is in coal handled by a single industrial consolidation, the 
Monongahela River Consolidated Coal and Coke Co., a controlling 
interest in which is owned by the Pittsburgh Coal Co.; the only inde- 
pendents are a few feeble packet lines. On the Pacific coast, independent 
steamship lines are more important, although the Union Pacific and the 
Southern Pacific railroads now dominate some of the largest lines. 

The railway control over canals is almost as complete. About 90 
per cent of the private canals now in operation are thus controlled; and 
on the Erie canal “the west-bound business has virtually passed under 
the control of railroads, while east-bound traffic has been largely diverted 
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from the canal by repeated reductions in rail rates, rate arrangements, 
and railroad control of terminal facilities.” 

The purpose in this acquisition of boat lines seems to be threefold: 
first, to eliminate the competition of water-carriers; second, to obtain an 
entrance into territory not open to the rail lines; and, third, to secure 
valuable feeders, mainly local lines. In some cases all of these purposes 
are apparent, while in others a single reason seems to have been the 
moving force. 

Attention should be called to the fact that boat lines not controlled 
by railroads have followed the same laws of consolidation that have 
operated in railways and other industries generally. It is apparent, 
therefore, that the common belief that water transportation would ipso 
acto insure low freight rates is not well founded. The danger of 
monopoly rates on waterways is perhaps as great as in the case of rail- 
roads. Consequently if the Interstate Commerce Commission succeeds 
in preventing the railroads from destroying water competition by 
temporarily cutting freight rates and by refusing to prorate, there will 
still remain the task of regulating water rates per se. 

Perhaps it is also necessary to remark that this conclusive evidence 
that the railways largely control the existing waterways is not proof that 
in the absence of such control waterways would be able to compete on 
even terms with the railroads. Certainly this evidence cannot be 
regarded as throwing any light whatever on the comparative cost of 
transportation by water and by rail. The economic feasibility of 
rehabilitating our waterways must be decided on quite other grounds. 

H. G. Mouton 


UNIVERSITY OF CHICAGO 





Company Fire Insurance in Russia, 1827-1910. By the Tariff Committee 
of Russian Insurance Companies. Translated from the Russian by 

G. Dosson. St. Petersburg, 1912. 4to, p. 142. 

The term Company Insurance in this report evidently refers to the business 
of stock companies, since the expression is continually contrasted with Mutual 
Fire Insurance. Owing to the greater amount of available data, as well as 
the greater amount of business done, the report deals mainly with the class 
of insurance indicated by the title; but the other form of insurance is given 
considerable attention. 

There were at the time of the report 13 Russian companies in the field. 
The first of these was organized in 1827. Besides these 13 companies which 
are still doing business, 6 others have been organized, but have gone out of 
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existence after business experiences of from 3 to 29 years (pp. 2-3). Mutual 
fire insurance is of two kinds, namely, compulsory and voluntary. Compul- 
sory state insurance, carried on by various provincial governments, apparently 
dates from 1794. (The report says 1894, but the dates of its extension, 1817 
and 1844, indicate the misprint.) The compulsory insurance applies largely 
to peasant buildings. The provincial authorities in many cases also administer 
voluntary insurance funds. There are further in various places mutual insur- 
ance organizations carried on by the insured themselves. Eleven classes of 
these latter are enumerated (p. 4). The total amount of fire insurance of all 
kinds in force and of record in 1905 was 14,179,286,000 roubles. Of this 
amount 9,459,905,000 roubles or about two thirds of the total was carried by 
the companies (pp. 21 ff.). By 1910 the risks of the companies had increased 
to nearly 12,000,000,000 roubles. The premiums in this year amounted to 
73,061,480 roubles. The premium rate during the entire experience of the 
companies has remained remarkably stable. Excepting the first half-dozen 
years, when it was lower, it has remained close to the average for the 83 years 
1827 to 1910, namely, 65 kopeks per 100 roubles (p. 20). The kopek, like 
our cent, being the hundredth part of the monetary unit, this rate will of course 
be equivalent to 65 cents per $100 per year. As with us, the rate on different 
classes of risks varies greatly. In general it may be said that the Russian 
premiums are high as compared with those of European countries, though lower 
than those in the United States, where the average premium for all classes of 
risks is above 80 cents per hundred dollars. 

Company insurance in Russia has by no means proved a get-rich-quick 
opportunity to the stockholders. While the rates have been maintained and 
while there as elsewhere improvements have been made in construction of 
buildings as well as in fire-fighting appliances, the profits have not increased. 
In fact competition and the expansion of operations have led to the assumption 
more and more of the less desirable classes of risks which it seems at first were 
ignored. Also, the mutuals have in many lines crowded out the companies 
from the more desirable risks (p. 62). Farm risks are in general carried at a 
heavy loss to the companies (pp. 72-73). The moral hazard seems especially 
prominent. In general 465 fires out of 1,000 are of “‘unknown”’ origin. From 
1905 to 1909 there were 799 cases of proved incendiarism and 9,562 cases in 
which incendiarism was suspected but not proved (p. 78). 

The significance of European civilization and social conditions in con- 
nection with insurance premiums is strikingly illustrated by the fact that in 
Finland the various kinds of property can be insured at less than half the rates 
that have proved unprofitable for other parts of the empire (pp. 132-33). 

The bulk of the report consists of elaborate statistical tables. Besides 
these and not included in the paging of the report there are 30 colored diagrams 
and cartograms exhibiting various aspects of the collected data. 
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Krieg und Kapitalismus. By WERNER SOMBART. Munich and Leipzig: 
Duncker & Humblot, 1913. 8vo, pp. viilit+232. M. 6. 

If heretofore, in all inquiries into the effects of war on national economic 
life, only its destructive character has been kept in view, Sombart in this book 
undertakes for the first time to demonstrate its constructive nature. He 
endeavors to show in how far militarism can be considered the creative source 
of modern capitalism. 

The strong influence which militarism has exerted upon the development of 
modern capitalism is due primarily to the fact that, owing to the enormous 
expansion of armies as well as of navies in nearly all of the old countries, war 
has caused the first demand for uniform products in large quantities (Massen- 
bedarf) and has thus necessarily led to the creation of large-scale methods of 
production. And this demand, which manifested itself in the most diverse 
fields, that of clothing, of arms, of food, and of maritime transportation, led all 
the more rapidly to production on a capitalistic basis as the states passed more 
and more to a uniform standard of military equipment. Thus for instance the 
textile, copper, tin, iron, and shipbuilding industries even at an early date 
assumed under the influence of militarism the form of large-scale production. 
This took place first of all in commerce, which early took possession of business 
transactions between the military administration and the individual producers. 
Large-scale trade and large-scale production have received their first impetus 
from militarism. Even though militarism hindered the accumulation of 
capital by the burden which it imposed on the population, it furthered it all the 
more in other ways. The first great fortunes such as those of the Fuggers and 
Rothschilds owe their origin to war. 

Sombart confines his inquiry to the period extending from the origin of 
modern armies down to the end of the eighteenth century, which may be con- 
sidered as the most decisive years for the history of modern capitalism. For 
him there is no doubt that for this early capitalistic period militarism has been 
the mainspring of capitalistic organization. 

The book, which is distinguished by abundance of the material used and 
by clear organization of the subject, constitutes a valuable contribution to the 
history of modern capitalism. 


American Syndicalism. The I.W.W. By JoHN GRAHAM BROOKS. 

New York: Macmillan, 1913. 12 mo, pp. 264. $1.50 net. 

This book may well be entitled a sequel to the author’s Social Unrest. 
Mr. Brooks does not confine himself in this book to a treatment of the I.W.W. 
but treats also of anarchism, socialism, and European syndicalism, ‘“‘on the 
ground that our tantalizing I.W.W. are not otherwise to be understood” and 
that, “Beyond socialism, these [anarchism, syndicalism, and the I.W.W.] 
represent the most revolutionary phases of social and economic revolt” 
(Preface). Perhaps in the course of time the I.W.W. may come to mean all 
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that this book attempts to make it mean; it is, however, the opinions of other 
students of the I.W.W., that syndicalism and the I.W.W. cannot now be 
identified as one movement. The author admits in the Preface that the 
theories of the men in this so-called movement differ to the point of confusion, 
yet he devotes his book almost entirely to building up a consistent philosophy 
for “the movement” out of the confused mass. 

After criticizing most of the activities of the I.W.W., Mr. Brooks concludes 
that “there is no denial that our I.W.W. may upon other grounds justify their 
existence. They may be honestly accounted for because of things intolerable 
in our present disorders. Syndicalism, with its excesses of statement and of 
action, with all the phantasm of its working method, will continue, and should 
continue as one among other prodding annoyances that leave society without 
peace until it dedicates far more unselfish thought and strength to avoidable 
diseases like unmerited poverty, unemployment, grotesque inequalities in 
wealth possession, the forced prostitution of underpaid women, and our fatuous 
brutalities in dealing with crime.” The present function of the I.W.W. is that 
of an awakener, to arouse society to a realization of our present evils, and to 
force us to action in curing them. 

As a study of our present social unrest, this book is both interesting and 
instructive. It is well worth reading and will probably prove satisfactory to 
all but the careful student of the I.W.W. As a comprehensive study of the 
I.W.W., it is a disappointment. Perhaps, though, no better study can be 
made at this time. It may help, like the movement it discusses, to arouse our 
people and cause our worst social conditions to be bettered. 


The Finances of Vermont. By FREDERICK A. Woop (Columbia Uni- 
versity Studies in History, Economics and Public Law, Vol. LII, 
No. 3). New York: Longmans, Green & Co., 1913. 8vo, pp. 147. 
$1.00 net. 

The author has divided the financial history of Vermont into five periods 
—the first extending from the beginning of settlement to the formation 
of an independent government in 1777; the second covering the period of 
independent government; the third extending to the Civil War; the fourth 
ending in 1878, and the fifth following that date. 

During the first period the fiscal activity of the territory consisted in 
meeting town expenses with taxes based roughly on general property. When 
the state entered the Union in 1791 it supported itself mainly by taxes levied on 
a grand list, made up of polls, a faculty tax, and a general property tax, under 
which the specific elements of property had fixed valuations. The faculty tax 
continued through the following period, but the characteristic feature of that 
time was the evolution of the general property tax. The period ending in 
1878 is characterized as the debt-making and debt-paying period during 
which the state promptly met its share of the Civil War obligation by resort 
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to direct taxation. The last period has been marked by the introduction and 
evolution of a thoroughgoing system of taxation of public service and financial 
corporations, supplemented with a collateral inheritance tax. The general 
property and poll taxes have been relegated largely to local use. The property 
tax however, retains a prominent place in Vermont’s fiscal scheme. The 
legislature has recently attempted two changes in the general property tax 
which the author regards as desirable: (1) the abolition of offsets and (2) the 
taxation of intangible property at a low and uniform rate. 

To the general discussion is appended statistical matter indicating the 
revenue yielded by the various taxes, in five-year periods from 1793 to 1910, as 
well as the sources and amounts of expenditure. 


Price Maintenance. By Tuomas A. FERNLEY. Philadelphia: The 
Commerce Publishing Company, 1912. 8vo, pp. xvi+311. $2 net. 


The author, a business man emphasizing the middleman’s point of view, 
charges the evils of the competitive system to the phenomenon of price- 
cutting. He believes that price competition is not legitimate, that competition 
should be confined to quality. So thoroughly does this doctrine pervade the 
book, that the author openly indorses price agreements between dealers. 
The legality of such measures is denied by the present interpretation of the 
Sherman Anti-Trust law and the Canadian Combines act, though allowed with 
restrictions by the German law on monopolies and price agreements. 

The fallacy underlying this argument against price-competition is the 
assumption that every dealer in every line of business should earn profits 
on his capital. In making this assumption the author forgets that the cost 
of production of a particular good varies with the efficiency of the plants 
producing it. It would appear just as legitimate for the more efficient 
producer to offer the same good at a lower price, as to offer a better good at 
the same price. 

The second part of the book is on “Cost of Doing Business’ and the 
“Proper Way to Figure Profits.” Here the only point worthy of notice is 
that business recognizes interest as a part of cost and not as profit on the 
investment. A number of statements of the selling expenses of large firms 
are presented to show the similarity between the expense accounts of various 
industrial plants. The business man should find this part of the book both 
interesting and valuable. 


The Human Factor in Works Management. By James HARTNESS. 
New York: McGraw-Hill Book Co., 1912. 8vo,p.ix+159. $1.50. 
This volume is particularly refreshing in its call for efficiency of a much 


neglected kind. It proposes to secure a large increment in industrial efficiency 
by a wise and proper use of the mind and the body of every human being 
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engaged in organized industry. Special emphasis is given to such uses as 
contribute to the greatest comfort and success of the individual worker, the 
business organization, and the nation. Progress, it is pointed out, can most 
easily be achieved by a careful utilization of the human factors of habit, 
inertia, and repetition. Instead of presenting new schemes of management, 
the volume renders a more timely service by (1) promoting a better adjustment 
between the mechanical and the human sides of works management, and (2) lay- 
ing down some principles of industrial economics by means of which the quality 
of new schemes of management may be at least roughly tested. 

Although it suffers somewhat from a repetitive treatment, the book merits 
the consideration not only of works managers, but also of all persons who are 
engaged in the direction of organized human effort. 


Experiments in Industrial Organisation. By Epwarp Capbpury. 
London: Longmans, Green & Co., 1912. 8vo, pp. xxi+296. 
$1.60 net. 

This interesting and suggestive book records various industrial experiments 
on a small scale but such as are being urged or tried out today on a larger 
scale in an attempt to adjust more satisfactorily the relations between the 
employer and the employee. 

The experiments described are parts of a scheme of factory organization at 
the Bournville Cocoa and Chocolate Works. This scheme includes a carefully 
worked-out method of selection of employees, of education, of discipline, of 
remuneration, of provision for health, safety, recreation and social life, and of 
the creation of a savings and pension fund. The special significance of the plan 
is that it has developed over a period of fifty years with a constantly growing 
establishment that in 1911 employed over 6,000 people. So far as this one 
factory is concerned “business efficiency and the welfare of the employees”’ 
have been demonstrated to be two sides of the same problem. The policy of 
the firm has “‘paid”’ from both standpoints. 

The author’s presentation of this material adds to its value. His account 
of each feature is concise yet remarkably effective in giving just the information 
that is significant to one interested in any phase of factory organization. 

The Union of South Africa. With Chapters on Rhodesia and the 
Native Territories of the High Commission. By W. Basit Wors- 
FOLD. Boston: Little, Brown & Co., 1912. 8vo, pp. ix+530. 
$3.00 net. 

This book falls into five parts. The first part is mainly geographical and 
historical; the second and third parts deal with the political organization of 
United South Africa; the fourth and fifth, with social and economic conditions. 
The historical section is little more than a sketch, with no pretensions to original 





576 JOURNAL OF POLITICAL ECONOMY 


research and a very obvious pro-British bias. Like the description of the 
political organization it is chiefly valuable because it includes events too recent 
to have found a place in the older histories of South Africa. The last sections 
present useful summaries of the economic and social conditions in their latest 
phase and are based largely on governmental reports. Mr. Worsfold has 
undertaken to study his subject from every point of view and has managed 
to convey more information about it than is to be found in any other single 
volume with which the reviewer is acquainted. The book is, unfortunately, 
rather carelessly printed. It contains a number of good photographs and a 
useful map. 


An Introduction to English Industrial History. By HENRY ALLsopp. 
London: G. Bell & Sons, Ltd., 1912. 8vo, pp. xii+160. 60 cents. 


This book is intended to introduce young students to English industrial 
history and to stimulate their interest in that subject. It is clearly and inter- 
estingly written and, in the main, accurate, although the author is disposed, 
at times, to dogmatize upon doubtful points and to state facts more precisely 
than our knowledge of them will warrant. This, however, is a fault hardly 
to be avoided in such a brief survey. It is surprising to discover that nothing 
is said about the development of English commerce. This is certainly an 
aspect of industrial history which ought not to be ignored. If space had to be 
saved the reader could better have spared the chapter on the Peasant’s Revolt, 
which is interesting, to be sure, but far less vital. The book contains two 
suggestive maps on the density of population in 1700 and in 1800, and a short, 


rather haphazard, list of books for further reading. 


The Coal Miner. By Eart A. Satrers. Bethlehem, Pa.: Bethlehem 
Printing Co., 1912. 8vo, pp. 65. $1.00. 

This slender volume is devoted to a study of conditions in the coal mines of 
the Hocking Valley. The book consists of three brief parts, of which the first 
treats of the sporadic and unregulated labor disturbances previous to the 
year 1884. The second part sketches the history of “the organization period” 
of the Hocking Valley mines, down to the formation of the United Mine 
Workers’ union. The third and most interesting chapter discusses the “ Truck 
System of Payment” and its attempted eradication, which has received but 
lukewarm support from the miners themselves. Dr. Saliers has compressed a 
mass of interesting detail into a few readable pages. 





